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POST OFFICE DEPARTMENT 
WASHINGTON, D. C. 

May 21, 1946. 
HONOBABLE ROBERT E. H A N N ” ,  

P o s t w t e r  G W W ~  

DEABM&HA”EGAN: 
Herewith is submitted a report on “Second-Class Mail Matter” 

undertaken a t  the request of former Postmaster General Frank C. 
Walker to provide the Congress with informstion regarding a 
postal rate situation referred to by the Chairman of the Committee 
on Ways and Mwns  in a letter to the Department, dated July 8, 
1942, containinrr the following paragraph: 

The Committee-recognh the magnitude and importance of the subject 
but it also appreciates the fact that the question of bringing r r k  of postage 
in the second. and third clam of mail matter~ more closely in line with the 
cost of handling anch m i l  haa been the subject of consideration and discas- 
rion for the past thirty or Wrty-fivetg.eUrr. Cerbinly you realize that it in 
not good business practice to permit ese deftcib to continue without some 
remedial action In lrpik of p.st discasdona, nothing has ever been done. 

This letter also indicated that correction of this situation 
should have possibilities for large savings to the Government. 

For the fiscal year 1945, there was a deficit from second-class 
mail of about $115,000,000, and for the 16 years-1930 to 1945 
inc lus ive the  deficits aggregated approximately $1,450,000,000. 
These were, for the most part, met by the excess of revenues over 
expenditures from Gratclass mail and by appropriations from the 
United States Treasury.. 

Second-class mail revenues for 1946 paid for only about 20 per 
cent of the cost incurred by the Postal Service in handling this class 
of mail-during ’hat year. With the increased postal .wages and 
salaries sic:e made efiective for the fiscal year 1946 and there- 
after (which add approximately $35,000,000 annually to  second- 
class costs), this percentage will, in the absence of an increase in 
revenues, show a material decrease. At the same time the present 
large subsidies already accorded thb class of mail will be s u b  
sbntially increased. 

The many aapects and roble- requiring careful examination 
and study hapreparing %s report have delayed ita completion 
The report aims to present an independent approach to the pro6 
fern,-particularly that of the citizen .using fksbdass mail se*ce 
and of the taxpayer meetmg the dedcits rather tban the vkwpoint 
of one oflcially connected with the Postal Service or rrssociated 
with the publishing industry. In the interest of equity and con- 
eistent with sound business procedure, this report assumes (a) 
that each Class of mail and special service should pay substantially 
the cost of its handling by the Postal Service and that second-class 
matter should ultimately be placed on this basis and (b) that the 
large eubsidiea accorded those who mail second-class matter, many 
conducting profitable enterprises, are no longer necessary in the 
interest of the public welfare. 
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course of Congressional hearings before Post Omce Corn- 
m~ luring the past two years on rates for other classes of 
mar. .tter, frequeRt request have been rngde for a report re- 
garding ~ ~ o n d + a 8 S  mall which might be conaidered concurrently, 
Such a report 18 now wage av+i)a&, .. 10 . those who desire this . Wm@!gL, 

. .  I ' I  
~eapectfully submitted, , 

: C-, A. 'IIEIN, . , 
Specid Consultajtt. 

I '  
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SECOND-CLASS MAIL MAWEh 

Scope of the Report I 

This Report regarding second-clase mail matter, Le. newepaperrr 
and other periodicals qualifying for this classification, waa u n d w  
taken at the direction of former Poetmaster General Frank, C. 
Walker and curried to completion during the adminiotration of 
Poutmaster General Robert E, Haanegqrt The report b two 
major objwtivea : 

(a) To provide information to meet the suggestion of the Congrdoad 
Committee on Way8 and Meane in 1942 that comideratig~)  ehould be pivm to 
bringing the rate8 of poetage on second-clam moil more cloerly in ling wit4 
the cost of ito handling-this, as indicated by the Committee, being a mCUer 
which had been the eubject of coneideration and diecuepion for many earn 
wlthout remedial action and one which lf corrected had pomibllftier a f t r p  

I .  

savinye to the Government and,  

Poet Roads for Information with respect to thie C ~ E J  of ma4E 
(b) To meet the requeeb of the House Committee on the Part 0- mfi 

Any reasonable compliance with these Qbjectives require8 at 
least an examination of the major problem resented by second- 
claas mail matter, among which are present ow ratea of postage 

incondsteach 
and differences in rates for the aame type of mail matter handled 
under not materially different conditions, difficulties presented by, 
way of classification and in administering the governiw qgtym 
and abuses of permits under which it is mailed, 

The large annual deficits on this class of mal? over many yeam 
have been a matter of serious concern to Presidents, rnembw 
91 Congress, postal executives and others ia high public positioq; 
also educators and business executives, in brief to those who have 
been cognizant of the  situation and have had the best i n t e rah  
of the public at heart. That these deficita have not heretofop 
been the subject of eubstantial public criticism can be a t t r i bpw 
to the fact that the public a t  large has had little informatiop, 
regarding their &e, not only from the viewpoint of second-claf~$, 
matter copsidered by itself, but when contrasted with the sub- 
tantial excess of Arst-clasa mail revenues over expenses appor- 

!ionable to that class of mail. For  the fiscal year 1946 the second- 
cllaas deficit was upwards of $116,000,000 and fot the 16-year 
period then ended these deficits aggregated $1,460,000,000, 

The serious character of these deficits is further emphaaized 
by the fact that they are incurred in large part in connectioq 
with postal aervice performed for publications issued by eqter- 
prisesl operated on a commercial basis where the roAt motiys 
ia not absent; sod also that they are met from &e excess of 
revenuea over expenditures contributed largely by senders, of firah 
class mail (in connection with which the government ha8 . g  
monopoly and ahoyld not profit), or to the exhnt  that available 
Aret-class or other revenuea are inadequate, from funds in'tbq 
Usited States Treasury supplied by taxpayers generally. 

48 regards classification and adminiatration, the-act of Mar* 
3, Is79 which established present second-class requirementa is so 
genera] in charachr, with terminology undefined, aa to permit of 
very broad interpretations of the purpose of the Cpngresls regard, 
ing this class of mail. The Postal Cornmidon of 1906 described 

with the large annual deficits resulting therefrom, P 
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Principal Rate Changer rince 187 

The act of Il":.rch 3, 1879 eatabliahed a rate for eecond-cla~ 
matter of 2 cents per pound or fraction thereof for other than 
(a) "free in county" eervice and (b)  for newspapere (other than 
weeklies) and pkrlodicala depoeited in a letter carrier ofl[i~e for 
delivery by its carriere. In the cam of (b) the rate was 1 cent 
per cop except for periodicale exceeding 2 ounces in  weight for 
which t e rate was 2 centa per copy. 

The act of March 3, 1886 reduced the 2-cent per pound rate 
to 1 cent. 
The act of October 3, 1917 changed materially the aecond-cIss8 

rate structure but did not increase the average revenue per pound 
much beyond 2 cents-the rate established in 1878. Along with 
other changes it established a rate for the "readin& matter 
portion of publication8 and placed rates on the "advertielng" 
portion on a zone basis, the zone limits being the aame as thorn 
establii3hed in 1915 for fourth-clam mail. This apt Axed the rate6 
of postage on publications entered aa eecond-class matter (includ- 
ing aample copies to the extent of 10 per centum of the weight 
of copies mailed to subscribera during the calendar year) when 
sent by the publisher thereof from the post ofice of publication 
o r  other post ofice, or  when sent by a new8 agent to actual e u b  
scribere thereto, or to other new8 agents for the purpoee of sale, 
88 follows: 

vertisements the rate e~tabliehed was- 

K 

(a) For t h e  portion of auch oublication devoted to matter other than ad- 

(1) On and after July 1, 1918, and until July 1, 1019, 1% anta per 

(2) On and after Ju ly  1, 1919, 1% cente per pound or fraction thereof., 
(b) For the portion of such publicatlon devoted to advertfeemenb the 

rates per pound o r  fraction thereof for  delivery within the eeve+ qnm 
applicable to fourtb-clam matter were to be: 

pound o r  fraction thereof: 

1-1-19 7-1-P 2 - 1 4  
. -  

an& 
2 
B 
I 

t 
@ 

10 

a 

When the epace devoted to advertisement8 did not exceed 6 er centum 
of the total s ace, tbe rate of poetage was to be the ~ a m e  ae if tRe whok of 
ruch ublicatron were devoted to matter other than rdverthernents.' 

The mt further provided- 
(a) That wbere the total weight of any one edition or b u e  of any 

lication mailed to any one zone did not exceed 1 pound the rata of POBE: 
ahould be 1 cent; also that the zone raterr rovided should re1 te to the eptlro 
bulk mailed to any one mne and not to InhduaUV addremet? 

(b) That in the case of newspapere and periodicah e a t i t l a f ~ k ~ ? t k d  
.I recond-clmb watter and maintained by and in the inkreat of rdigiow, 
eduutiond, rcienti.th, philanthropic, a iculturd, hbor, or fratsrnd orgml- 
srtlonrr or ueociaUona, not organized 'por profit and none of the net tncomo 
d which inured to tho bnetlt of any privata rtockholdw or individual, tho  
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Addresaed fop Delively Within the County 

, hf t l tbd  Of D S h J m  Rd# (a) At Lo+ O g c r  

At port otlicee not having city or village carrier service,, Free 
At poet offlces having c i ty  or village carrier eervic+for 

deliveries made thcrefrom by rural or star route car- 
rier poet omce box, ?r general delivery .-----------.---- 1C per pound 

By a t  or village carrier: 
WeeGy publicationo __-______-_,_______________________ 1 4  per pound 
Publication8 issued more frequently than weekly,,,,,, 1+ per copy 
Pu blicatione iesued ley frequently than weekly, 

2 ouncea or lees ____----___-__-__--_________________ ~ 14 per copy ’ 
aver 2 ouncee-,,-,--,,,,-,_,;--- _ _ _ _ _ _ _ _  _- ______-_ 2C per copy 

, 

(b) At Other than Loa t  Ogior 

I Poet o&ea having city or village carrier service---,,,,-, 14 per poynd . 
Poet offices not having c i t y  or village carrier service,,,, Free 

11. Addressed for Delivsry Outside the County 

pubjication are not factors in chargea for postage, 
For theee deliveries the method of delivery and frequency of 

Rat8 
C M J  

)8 I  p4u *d Type  of Content 
.(a) Reading portions of publications containing more than 6 

percent of advertising ----.--------------------- -- -__---__--_- 1 *h 

1% 
2 &.tiona containing more than --__-_-__-_--_---_- 3 
3 6 percent of advertieing and __-_------_--_--__- 4 

8 6 .  
6 ‘ I  1 

ZO??PJ 
, I  (b Advertieing -portions of pub- - --__-------- 1-2 

POD exempted from wne rstes-------,,,,------, 6 4 
4 

8 7 
( 0 )  Publicrrtioxu oontaining not more than 6 percent of ad- 

vertieing --------------- ----------------------------------- _--- 1 % (4) Ppb!icationa hsued by and in the intereeta of religioue, 
educational, ecientific, philanthropic, agricultural, labor, or 
f i g b r n a l  organizations or asrociations not organized for profit 1 % 

When the number o f  individually addressed copies or packaqes 
of second-class matter sent outside the county of publication is 
more than 32, the subedule of “multiple” rates errtabliahed in 
1928 (eee page 18) is applied. When the total weight of any one 
edition o r h u e  of any publication vailed t o  any 6ne zone does 
not exceed one pound, the rate of postage it3 one cent and the 
“plultiple” ratea do aot apply. 

The “free in county” privilege provided in 1861 is accorded 
only to mail addressed for delivery within the county in which 
the nevyspaper or periodical is printed and published and then 
only at offlces where city or village letter carrier service has not 
been provided. This privilege is also extended to deliveries from 
such offices by a rural delivery carrier but not to deliveries on 
rural routes which emanate from poat offices which have city or 
village delivery service. 

The “per copy” rates apply principally for  delivery at the 
local ofice, that  ia, the oflice of mailing, and then only when 
delivery is made by city or village carrier. The “per copy” rates 
do not apply to deliveries made by rural carriers and also do not 
apply to publications which are issued weekly. The “per copy” 
rate, when applioable, is 1 cent per copy, regardless of weight, for 
publications isaued more frequently than weekly, but for publica- 
tions imued less frequently than weekly the rate i f j  1 cent for those 

r o o 1  

1 

I 
I 

I 

I 

I 

I 

i 

i 
I 
1 

I 

I 
1 
I 

I 

I 

t 

weighing not over 2 ounces and 2 cents for thoa .,ng more 
than 2 ounces. 

Thc 1 cent “per pound” rate upplies to all mwrY. for delivery 
within the countu which iu tiot accorded the “free in county’ . ___. . 

privilege and to  which the “per copy” rates, above meutwned, 
do not apply, namely: 
a t  let ter cam‘er offlcee. 

Weakly yublicatione (newspapers and other) addressed for local W v e q  

All Dublications addreseed for local delivery at-letter cu-m’sr oBcea 4 de- 
l ive 

sorvics has been establlshed. 

printed or published in whole or in part therein. 

is made by other means than by city or village carrier. 
Af;lpublicatione addressed to other offices in the county where kttrr ourrim 
Publications originally entered within the county but whjch may pot ba 

Publications, except as noted below, addressed for delivery 
outside the countg in which they are mailed are charged the rats 
of 1% cents per pound for the portions devoted to reading matter, 
other than advertising, while zone rates ranging from 1% centa 
per pound for the first and second zones to 7 cents for the eighth 
zone are applied to  the advertising portion. Publications con- 
taining not over 6 percent of advertising matter are treated aa 
if their entire contentv were “reading” matter and are charged 
the rate of 19’2 cents per pound regardless#of the zone of delivery. 
Publications maintained by and in the interests of religious, edu- 
cational, scientiiic, ph.ilanthropip, agricultural, labor or fraternal 
organizations o r  asaoclations not organized for profit are “exempt” 
from zone rates an the advertising portions and pay the rate of 
1y cents per pound on their entire contents. 

?‘here follow analyses in greater detail of “multiple”, “exempt” 
and “free in county” mailings: 

“Multiple” Rates 
“Multiple” rates provide that when the number of individual@ 

addressed copies or  packages of second-class matter sent buts& . 
the county of publication is more than 32 and not in exceaa of 
48 to the pound, double the regular rate shall be charged; when 
there are more than 48 and not more than 64, three timse the  
regular rate shall be required, and for each additional 16 indi. 
vidually addressed copies or packagea to the pound over 64 there 
shall be a corresponding increase over the regular. rate. These 
rates do not apply to the large volume of small weight rnailinge 
for local delivery to points within the county ,of publication. 
They are accordingly but a very limited recognition of the addi- 
tional expense incurred when there are numerow pieces (in 
excesa of 32) to the pound. The piece content per pound haa been 
fixed BO high that these rates now return only about $SO,OOO of 
additional postal revenue annually. Of the pieces of second-claee 
mail handled about 626,000,000, or upwards of 1276, do not exceed 
1 ounce in weight, that is, 16 or more pieces to the pound. 

It is questionable whether the ,additional revenue of $SO,OOO 
ie sufficient to warrant the work required in the administration 
of thia statutory requirement. The rates are, however, murid 
in principle since they recognize, however slight the benefit, that 
second-class mail is necessarily handled and delivered by the piece, 
and not by the pound, and that more poatage should be paid 88 the 
number of pi- to the pound increaaes. Nevertheless pven afk 

[a1 



pound rates have bee4 doubled, tripled, or quadruplei 
age per piece is still but a emall fraction of a cent. 

t h e  two t ab la  following show the resulta obtained after appry- 
ing the rates to the average number of piecea in each bracket of 
a multiple rate achedule u to 112 pieces to the pound. 

The Arst table is applicake t o  second-class matter of any  type 
addressed to the Arst and .second zone!, to publications exempt 
from zone rates on the advertising portions and to those contain- 
ing 6 percent or less advertising addressed to all zones. 

.4 

I 1 I I 

The second table is applicable to zone rate publications contain- 
ing 40 percent of advertising and addressed to the eighth zone: 

e 
I 

I I 

It i~ apparent fl‘om theae tables that even after the basic rates 
have been increased 6 times, the postage received for a single 
piece is very low and many piecea are distributed, transported 
and delivered for a single cent of revenue. Throughout the first 
table, the postage per piece is leis than ‘/loth of a cent. A large - portion of the mail to which multiple rates are applicable is 
destined to the first and aecond zone. In the second table, the 
postage per piece is higher, but still very low despite the fact that 
a haul of more than 1,800 miles is involved in every case. Yet even 
with this haul, the postage per piece is less than G t h  of a cent. 

Examination of multiple rate mailings a t  New York City for 
the fiscal year 1942 showed 61,879 pounds containing 8,282,566 
piecea, an average of 63 piecee to the pound. The postage at base 
rates would have amounted to $968.00 but this was raised to 
$2,811.00 by the application of multiple rates. Nevertheless, the 
average postage per piece was only about 9/100 of a cent, which 
meant that more than 11 pieces were handled and delivered for  
one cent of postage. Aa regards mailing8 by these 8ame publica- 
tions for delivery within the county, to which the multiple rates 
did not apply, there were 9,388 pounds containing 620,010 pieces, 
an average of 66 piecea to the pound. The mailings bore total 
postage of $94.00, or an average postage per piece of approxi- 
m a y  18/100 of a cent. 

Similar examination8 were made of mailings for the December 
quarter, 1944 a t  Atlanta and Minneapolh covering 62 publics- 
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tiom. The combined mailings of these publicat’ .AI that 
period subject to multiple rate8 corn \ rised 2 i  &law, an 
average of 66 pieces to the pohd ,  for w ich the pcrlldge amounted 
to $199.00, or about 7/100 of a cent per piece, About 13 piecea were 
handled for 1 cent postage. For mailing 466,600 piecee of the 
-me publications, delivered within the county of publication, 
about 66 piecee were handled for 1 cent of PI ostage. 

Until the individually addressed piece, w ich is a major factor 
in postal costa, is definitely recognized in second-clau rates, there 
is no hope for any improvement in revenue approximating a 
substantial portion of the cost of the service rendered. The anawer 
a8 regards thia type of mail, as for all other second-class matter, 
lies in combined “piece” and “pound” rates proportioned fairIy 
to the expense incurred by the Postal Service. Their establiab- 
ment would lay the groundwork for correction of the highly 
unsatisfactory conditions now existing in this type of mail matter. 
Under such a syatem the present multiple rata would have no 
place. 

0 

. 

“Exekpf’  or “Special Rate” SecorzdcChs Mail. 
The act of October 3, 1917 provided that the rate of poetage 

on publications maintained by and in the interests of religious, 
educational, scientific, philanthropic, agricultural, labor or f ra- 
ternal organizations o r  associationa, not organized for profit and 
none of the net income of which inured to the benefit of any 
private stockholder or individual, should be lv8 centa per pound 
regardlesv of advertising content. The effect of this act w a  to 
exempt from 7 9 ~  rates the advertising portions of such publica- 
tion-ommonly designated as “exempt” or  “special-rate.” Two 
increases in the rats have been &e since 1917. The present rate 
is 11/2 cents per pound and applies only outside the county of pub- 
lication. Within the county, rates applicable to other aecond-claae 
matter obtain. In September 1944, there were 4,600 such publica- 
tions, including maillnga of news agents. 

The 1917 act did not govern admittance to second class but 
merely establiahed rates. Publications exem ted from zone ratea 
by this act had previously been admitted, i qualified, to eecoqd- 
claaa privileges under the basic act of March 3, 1879, or under 
the special acts of July 16, 1894 or August 24, 1912. The special 
actq in 1894 and 1912, provided for admission to second claee 
under certain ,Fonditions, of the publications of benevolent or 
fraternal societies ; trades-unions ; professional, literary, historical 
o r  scientific societies; State boards of health; institutions of 
learning; State boards or departments of public charities and 

. 

B 

corrections; . 
For the fiscal year ended June 80, 1944, the Division of Coat 

Aacertainment developed the following data fo r  “exempt” mail- 
ings presented for distribution within and outside the county: 



co8t of handling, tramporting and delivering these publica- 
during the -me period waa 9% timea the postage and com- 

paratively much greater than on zone rate publicatione. 
Theae mailings contributed 7.8 percent of the total publiehers’ 

second-class revenue, 9.0 percent of the weight, 17.6 percent of 
the pieces, and 16.3 percent of the copies. Average revenue per 
pound was 1.6 cents compared with 1.9 cenb, average revenue per 

’ece was 2 6  of a cent as compared with .69 of a cent and average 

all publications. The avera e haul of approximately 780 miles, 
a dietance greater than for o&r und-rate matkr ,  ia doubtlem 
accounted for in part  by the fact t& the rate charged is uniform 
regardless of distance. Tb number of piece8 to the pound is about 
twice that for other aeconll-clw matter, while the average revenue 
per piece is less than onehalf aa much. While zone-rate publics- 
tions may be confined in mme cases to nearby circulation because 
of the higher ratea on advertiaing matter to distant points, thia 
‘tuation ie not a consideration in the case of “exempt” puldica- 

tiona. The “exempt” rate of 1% cente per pound permits numerous 
ieces to be aent to the most distant point for a single cent, regard- 
km of advertieing content. Publo_ ep of zone-rate- publication8 

carried at the low rate comtitutea a heavy burden on the postrl - eervice, to the disadvantage of other second-class publications 
more nearly paying their way. 

The 4,600 “exempt” publicatione for the September quarter, 
1944, comprised the following : 
A ricultural ‘201 Philanthropic - _____ ---___ 104 
E%ucational ___- ____-____ -__ 1,606 Religious -_----- ____ ---- _ _ _ _  - 1,690 
Fraternal ________ _-____-_ 878 News Agents _- _ _ _ _ _  - _ _ _ _ _ _ _ _  66 
Labor _____________ -___ 114 Mkcell~neour --_-------_-_- 113 
Scientific --_-_-I-_-------_-- 828 

per piece was 2.6 ouncea aa compared with about 6 ounces, 

c plain that the large nurnba‘o PI p &a of “exempt” publjeatione 

These’ represent nearly one-tlf th  of all second-class publications: 
Many publications, including religious, educational and philan- 

thropic, entitled by their character to thia a ial class;tication, 
have not applied for  it and are  thus not i n c l u E i n  this “exempt” 
group, When the advertising content is small or their principii1 
circulation is in the flret and second zona, or both, they now 9ay 
only 1% cents per pound, and thus would derive little or  no benefit 
from the “exempt” classification. 

Some “exempt” publication8 carry advertising, and i t  is esti- 
m a w  that during the Ascal year 1944 about $360,000 additi naJ 

stage might have been collected it the advertieing portionelad 
&n subject to zone rates. 

The requirement that  none of the’net income of the organlza- 
tiona or aaaociatione in the “exempt” group may inure to the 
benefit of any private individual is no assurance that euch a n  
organization ia not conducted for  the personal benefit of those op- 
erating it, even though performing a useful and beneficial eervice. 

Many pereone or groups are benefited by the &emption from 
zone rates granted these “exem t” publicatione without apparent 

be large “buaineee” concerns, and while describing themaelvea as 
fraternal or benevolent their dealings with members are on a 
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juatiflcation therefor. Fraterna P ineurance Bocietiea may in fact 

strictly contract baaia. If the member fails to pay weasnr--.rB he 
will generally not benefit should the need arise. In fact these so- 
cieticv a te  not materially different from ordinary business con- 
ceriis of timilar type. In t h a e  and aimilar organizationa the OM- 
cera or  promotere may continue in  charge year after year at 
~u betan tial emolument. 

as a t  present. 
The wide dissemination of current intelligence has been put 

forward as a justification for low postage rat- on thie as well aa 
on other types of second-class matter. Theae rates however, have 
been EO low over the years aa to recover only a minor part of the 
handling and transportation costa. It would appear logical, there- 
fore, that for the most part these “exempt” publicatione should be 
placed on a zone rate basis and required to make a larger contribu- 
tion to postal revenues than a t  resent. If the policy of granting 

referential treatment to eer& “non-proAt“ publicatione is to 
, !e continued, it ehould preferably not be granted to any publica- 

tion with a n  advertking content in excese of, my, 60 per cent and 
be conflned to the following: . 

Rali OUI pubiutiolu; 
Pubcrtionr of deflnitdy hilrnthropic and charitable bodisr organized 

primarily for tho purpom o!mtendlnq much marria beyond thdx own or- ganitrtioru ; - -  
OHlcid ublicrtionr and bulletlnr of rducationrl inrtitutionr (other than 

of a rtrictr prlvab chu.elpz) for which the authoritier of the imtitution 
aarume fudwponsibility, not including those of rtudenta or m y  which are 
not a definite art of  the educational rogram; and 

Oficid bulle!hu and ubliutffmr of itah b r d r  or drpdrtrnmta of he+, 
public charitier, correc80nr,l and apdcultura 1 

The adoption of such a policy would mean withdrawal of I the 

3 
special rate preference from periodicals publiehed by agricultural, 
labor, fraternal and ecientific organizations or associations, which ~ 

for profit.’B While such a policy would undoubtedly incur conai 
is now accorded on the aaaumption that they are “not organiz 

erable opposition, a fair analysis fails to disclose a basis for con- 
tinuing this preferential status to organizations where the benefit 
derived therefrom goes rimarily to epecial groups. Agriculbral 
publication8 distributed‘ gy organization8 of farmera, even though 
auch organizations may not make a ‘‘protlt,” are for the benefit 
and financial advantage of the members making up that group, 
and only indirectly f o r  the public a8 a whole. The publicatism of 
labor organizations are  devoted primarily to furthering the inter- 
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-aalyoIr of Second-Clam P o u n d a g e  R a n d l d  and Portage 
Collected thereon during the fiecal year 1944 

The tabulation which follows summarizes the approximate 
pounds mailed and postage collected in the  fiscal year 1044 from 
each of the types of second-class mail which have been described. 
The data arc exclusive of “transient” second-class mliil. 
D e l i y t y  within county Pound4 P0.U.o. 

Free in county”--- ----_ --__-----_-----___ 68,760,000 . . . . . . . . . . 
At I#  p e r y n d  _____________________-___-_ 89,860,000 $ 699,000 
At 11 and # per copy _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _  28,670,000 1,142,000 

Total-within county L-,--. 167,970,000 1,841,000 

ing portions (1  ‘ l id)  _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _  678,340,000 8,727,000 

1st and 2111 zonea ( l W )  _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _  236,020,000 3,646,000 
3rd zone (21) _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _  86,380,000 1,733,000 
4th mne 3t)  _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _  67,670,000 2,036,000 
6th zone 44) _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _  60,630.000 2,032,000 

1,069,000 
1,997,000 

7th zone 64) _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _  17,600,000 
8th zone 17)) _______________________---- 28,460,000 

Total advertising _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _  603,690,000 13,303,000 

Total zone rate _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ -  1,082,030,000 22,030,000 

( l % d  cer pound) _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _  86,340,000 $ 1,903,000 

pound) _______-____________---__-_-- 127,070,000 , 1,912,000 

Total outside county _________-________ 1,296,440,000 26,246,000 Deduct, Foreign at pound rata _ _ _ _ _ _ _ _ _ _ _  8,110,000 279,000 

Total domestic-outaide county,------ 1,287,330,000 24,966,000 

Delivery outoids o county of publrcatton 
Zone rate pu 6 lications (per pound) read- 

Advertising or tiona 

6th zone 61) _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _  17,940,000 000,000 I 
-7 

Publications with 6% or lean advertising 

“Exempt from zone rater ( I%# per 

From these data i t  may be noted that during the fiscal year 
1944 the ‘‘reading” portion of zone rate publications,-newspapers 
and periodicals-comprised overall about 63% and advertising 
matter about 47% of the weight of auch publications. The con- 
tribution to postal revenue8 of these two typea of matter, reading 
and advertising, was about 40% and 60%, respectively. However, 
no additional revenue over that derived from reading matter was 
received from nearly one-half of the total advertising content of 
publications since i t  was delivered within the first and second, 
zones where the pound rate, 11h cents, is the same as for the read- 
ing portion. For delivery beyond these zones of the remainder, 
approximately 63% of the total advertising portion, carried a t  
rates ranging from 2 to 7 centa per pound, only about $6,700,000 
additional revenue waa collected. I t  cannot be said therefore, that 
the zoning of the advertising portion of publications in 1918 was 
of any substantial assistance in disposing of the annually recur- 
ring second-claas deficit, and especially not after the July 1, 1934 
reduction in rates (see page 19). The adoption of zone rates for 
the advertising portion, together wlth the flat increase in the rate 
for the reading portion now accom lishes but little more than to 

to 1 cent per pound-of  the second-class rate. 
remove the bad effects from the re B uction in 1886-from 2 cents 
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The average charge now collected on the advertising portion of 
second-class zone rate publications is 2.6 centa per pound. With 
the reading portion carrikd at 1.6 cents per pound, there was 
realized during the fiscal year 1944 a composite revenue on the 
two types of matter of 1.94 cents as contrasted with about 2 centa 
per pound in 1880 when there was very little city delivery service 
and no rural delivery and the dollar had a greater purchasing 
power than a t  present. 

While comparisons of average ratea per pgund are  of limited 
value in arriving at rates for specific types of mail they are never- 
theless of value in ehowing inconsistencies in overall chargee for 
the several classes of mail. For example, the average revenue per 

t pound from first-class mail during the fiscal year 1944 waa $1.12 
as contrasted with approximately $0.02 per pound for eecond-clase 
mail, or about 66 times as large. While i t  must be, and haa been, 
recognized that the two clasaea of mail are entirely different in 
character and that second-class mail ahould not be handled in the 
mails at first-class rates, yet giving full recognition to ita character 
and the difference in handling costs, the differential of $1.10 per 
pound is entirely too large. I t  emphasizes the present unjustifiedly 
low second-class rates and gives some indication of the eubaidy 
accorded second-class mail. 

A further comparison may be made with third-claaa ratea which 
now yield about $0.20 per pound, (but should yield about $0.28 to 
be self-suataining). Much of third-class mail, except for the fact 
that pieces are  limited to 8 Ouncee, is not materially different in 
character from mail matter accorded the eecond-clas~l privilege. 
In Appendix “A’ is included an analysis of eecond-claas publi- 

cations by types, number with related weighta, average advertia- 
ing content and postage paid, for the September quarter, 1944. 
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Adclitl~nal Entries for  Second-Clues Mailings 

The act of October 3, 1917, establishing zone rates on advertis- 
ing content of publications provided for acceptance of second- 
class matter from publishers or news agents a t  (a)  the post offlce 
of publication or (b) other post office. The words “other post 
ofice” constitute the legal authority for the granting of additional 
entries. The act of July 7, 1932, provided a fee of $10 to be paid 
in connection with the request of a publisher for an additional 
entry. Upon receipt of application for an additional entry the 
Third Assistant Postmaster General determines whether the offlce 
in question is so located aa to avoid excessive transfer or “back- 
haul” of mail, and has not been selected near a large city for the 
purpose of avoiding payment of “per copy“ rates for deliveries in 
that city. The Department as a mutual convenience permits pub- 
lishers to use mail bags for  freight shipments to additional entry 
points if the contents are  for mailing at those points, but not for 
portiona of the freight shipmenta distributed outside of the malls. 

Additional entries have been of greatest value to the larger 
periodical publicationa, thus making possible the shipment of their 
product by freight, truck or water  routes to distant pointa for 
distribution by the Postal Service. They thereby obtain lower 
rates of postage on the advertiaing portiona thereof than would 
be paid if sent from the ofIice of publication. Such a business pro- 
cedure is not subject to criticism. 

On September 12,1946 there were in force 606 additfonal entries 
granted 416 publications. Of these 390 publication8 had additional 
entry a t  only one offlce other than that of publlcation and for moat 
of them the additional entry was obtained because of the location 
.in different cities of the business offices and the printing and mail- 
ing oflice. The remaining 26 publications had additional entriea 
at 2 or more offlces. Of these, each of 3 nationally known maga- 
zines had 23 additional entry points, one had 20, one had 19, one 
had 11, and the other 20 had 10 or less. 

Publishers using additional entry ofices are  required to  mail 
at each oftice the copiea addressed for local delivery therefrom. 
In the case of publications other than weeklies, an appreciable 
but undetermined amount of revenue is realized from postage at 
“per copy” rates on these local mailings. On the local mailings of 
weeklies the rate of l y g  cents per pound ie charged. For mailings 
other than local, zone rates are charged, and the “free in county” 
privilege, with ita related l-cent per pound rate for delivery at 
omces having village o r  city carrier service, does not apply, 

There are  instahces involving very long hauls from the o f h e  of 
publication, where the post offlce derives some benefit from these 
additional entries. For  example, a study made of the mailings for 
the year 1941 by a large nationally distributed magazine making 
the greatest use of the additional entry privilege shows that the 
publisher paid about $371,600 postage on mailing8 cat the office of 
publication, and $608,600 on mailings at upwards of 20 additional 
entry offices, a total of $980,100 f o r  the year, Had all mailings been 
made a t  the publication office, about $568,000 additional postage 
would have been paid, making a total of $1,648,100 of postage on 
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these mailinge. The Postal Service would have realiz. ,ob8,000 
additional postage, but i t  would hnve been required to pay to rail- 
road cornpunice approximately $7 19,000 to transport this addi- 
tional matter from the publication oflice to the delivery areas. The 
Department in this iiistance saved about $161,000 as t h e  overall 
result of the use of additional entry offices. However, on mailings 
of this type a t  six of the entry points nearest the office of publica- 
tion, there was a net loas to the Department of about $8,000. 

Whether the Postal Service derives any benefit or losee from 
additional entries depends generally upon the haul from the 
ofice of original entry to the ofice of additional entry and also 
upon the relative location of the additional entry office within a 
zone. These factors in turn determine the cost of storage space 
on cars and aleo to a considerable extent the rate of poetage on 
the advertising portions of publications. Each such caw, however, 
presents an individutrl problem. 

The Postal Service is not concerned with the financial benefits 
derived by the publication from the use of additional entry officee. 
However, it may be stated that in the case of the publication 
referred to above the practice reduced i t s  average postage per 
pound from 2.62 cents to 1.66 cents, out of which saving it paid 
freight, as well aa loading, unloading and trucking coate. There 
was also some advantage from carload freight rates i n  connection 
with shipments of newsdealers bundles intended for delivery out- 
side the mails. 

The use of additional entry offices to reduce poetage costs, never- 
theless, illustrates a situation which is of more than passing 
interest to the Postal Service, namely, that the larger publishers 
and many other user8 of the  service are  interested in mail service 
only to the extent that  i t  ia to their advantage to use i t  and they 
will doubtless make less use of that service when and if cheaper 
or more favorable means of transporting and distributing their 
product become available. There has been a definite tendency in 
this respect over the years and with competition from private 
trucking and delivery services in the  post war period and com- 
petition between publishers to speed delivery, or from programs 
to reduce costs, this trend toward the use of other media for g e t  
ting publications to their readers hill doubtlea8 intensify. One 
may well ask, therefore, whether under these competitive condi- 
tions there is not a real justification for the Poatal Service$-eceiv- 
ing for the service remaining for it to perform, a greater portion 
of ita cost than a t  present, if  not the full coat, since other distri- 
butors are presumably paid at  least their coat. 

For eome yeare prior to 1921, the Post Ofhe Department 
operated a “blue-tag” service under which it shipped periodicale 
by fast  freight from the office of entry to distant distribution 
points. The Department thereby saved the difference between (a) 
the costs incurred in shipping by freight and (b) the costa of 
transporting in railway post office or storage cars. There was 
Borne dissatisfaction with this service, publishers complaining 
that shipment of their publications by freight compelled them 
to close their forms too early and that this resulted in loss of 
advertising with a time value. At the 8ame time it was difficult 
to obtain the full cooperation of publishers in mailing suficiently 



c a nsauce delivery on the desired dak .  After the zoning of 
sewiid-claas matter aome publishers, through increased use of 
the additional entry privilege, provided a generally similar service 
for themuelvee. With little demand for the “blue-tag” service 
offered by the Department, i t  was diucontinued. 
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’‘TranoienL” Second Clam 

The rate of postage on publications entered as Second-Class 
matter, when sent by others than the publisher or  new8 agent, 
is 1 cent for each 2 ounces or fraction thereof regardless of 
distance carried, except when postage at  the rates prescribed for 
fourtlr-class matter ia lower, in which case the latter rates apply. 
This charge is commonly referred to as the “transient” rate and 
mutter so mailed as  “transient” matter. Sample copiea in exceas 
of the 10 percent, permitted by law to be sent a t  pound rates, 
mailed hy publishers and co ies mailed by publishers to persona 
iiot propcrly includuble in  tKe legitimcltc list of subscribers, are 
subject to the “transient” rate. 

This charge is computed on each individually addressed copy, 
or package of ‘unaddressed copies, and not on the aggregate weight 
of shipments as in the case of publishers’ pound-rate matter. 
Partial or iricomplete copies of publicatioiis are  not accepted at 
the “transient” rate, but take the third- or fourth-class rate, 
whichever is applicable. 

The cost ascertainnient studies for the fiscal year 1944 show the 
following information regarding “transient” second-class matter : 

Similar studies for some years past have indicated a small 
profit from “transient” second-class mail handled by the Postal 
Service. A more comprehensive analysis made during 1944 regard- 
ing the cost factors involved in handling this type of mail, largely 
by the piece, in contrast with second-class matter mailed by 
publishers in  bulk has resulted in assigning to “transient” mail 
a slightly larger share of the originating office expeiise than in 
the past with the result that a small deficit rqther than a profit 
is now shown. 

No information is available as to the number of “transient” 
pieces in the several weight brackets, that is, the number weigh- 
ing less than 2 ounces, between 2 and 4 ounces, and so on. The 
average expense per piece, 3.7 cents, is an average for all such 
mailings. The low rate of 1 cent for the initial 2 ounces is obviously 
leas than the cost of handlirig. Cost ascertainment studies show 
for first-class mail, an average weight per piece of .4 of an 
ounce, with an average expense per piece of about 1.80 cents; 
and for third-class mail, an average weight per piece of 1.16 
ounces with an average expense per piece of 1.99 cents. The 
average haul of “trapsient” matter, about 900 miles, ia con- 
siderably greater than for the first- and third-class, as well 8s 
for other types of second-class mail. The character of the average 
“tran&nt” piece is such as to present a coat of distribution- 
definitely in excess of that  for matter of the f i r s t  and third-class 
and the losa on this type of mail matter may doubtless be attri- 



o pieces that weigh not to exceed 2 ounces and produce 
c cent of postage. 

udera l  alternatives are  possible to place “transient” mail on 
a substantially self-sustaining basis : (a)  transfer this type of 
matter to third class and apply rates for that  class; (b) retain 
the preaent classification and charge 2 cents f o r  the first 2 ounces 
and 1 cent for each additional 2 ounces; o r  (c) char e t, rnte of 
2 cmta  for 1,116 firttt 4 ouncea or fi-ccciiciu :heieciP, ilnf 1 tcnt for 
each additional 2 ouncea which would asaure fully the recovery 
of cost. However, in consideration 09 tho, smqxiratively uli& 
hIlIAUtll loss on this type of mail, a change in rates thereon at 
this time is not of material importance. 

t 421 

Iden~ical charge for Advertiring mnd Reading Podonr, of 
Second-Clmaa Pu blicationr 

The act of March 3, 1879 provided that nothing conta in4  
therein should be 80 construed aa to admit to the second clam 1 
rate regular “publicatione deeigned primarily for advertieh 
purpo~e~.”  That act, however, neither defined what constitute 
a “publication dedgnt?d primarily for advertitiing purposes,” nor 
what advertising content made it such a publication. The inter- 
pretation of thia provieion accordingly became a 
of the Poet OlHce Departrient where there were 

the second-class privilege, if aome support could be 
opinion but generally liberal construction in favor of granting 

in the reading content. In certain inetances the second-class 
privilege is now enjoyed by publications containing upwarde of 
70% of advertiaing matter. 

Since July 1, 1918 4 flat rate haa been applied to the “reading” 
portion and a separate set of rates to the “advertiaing” portion 
of second-class publications addressed for delivery ouktde thu 
county of publication. The flat rate on the “reading” portion le 
now ll/dd cents per pound. For the first and eecond zones the rate 
for~“advertising“ portions ia also 1% cents per pound, but for 
all other zunea the rates charged for this type of matter are  
higher, ranging from 2 centa per pound for the third zone to 7 
cents per pourid f o r  t he  eighth zone. Newapapera and periodicals 
maintained by and in the interests of religious, educational, scien- 
tific, philanthropic, amicultural, labor or  fraternal organizationa 
o r  associations not organized for profit are exempt from zone 
rates on their advertising portions and such publicationa are 
handled in the mails a t  the Aat rate of 15 cents per pound. 

The higher rate for the advertising portion of publicetione WLLB 
doubtless based to aome extent on the  premise that euch matter 
produced greater revenue for, and was more profitable to, the 
publieher, thus giving him “better ability to pay.” Thie is 
neither the rate philosophy eatabliahed by Congrese for fourth- 
class mail in the act of May 29, 1928, nor should i t  be the rate 
policy for any class of mail. To 80me extent also the publication 
of advertising matter haa been viewed aa being to a greater 
degree than the reading matter a “bueinese” undertaking by the 
publisher. When all pertinent f a c b  are considered there is but 
little basis for thie aeaumption. 

The Post Office Department’a primary responsibility it3 to 
receive, transpor t and deliver second-class publicatione presented 
to it for handling. Beyond assuring itaelf that  publications 
ao presented meet second-class mailing requirernenta ; contain 
nothing acurrilous, obscene, seditious, or are  otherwiee debarred 
by Congress from the mail and are  in the class, even though 
accommodating the widest varieties and bates, which makea a 
contribution t o  the public good, the Department should not be 
particularly concerned with the content thereof-whether reading 
or advertising matter-provided the latter is included in reason- 
able proportion. The cost to the Department of roviding ita 
service is )lot increased by reason of the character of the  contenb 
and thus from that viewpoint, taken by ihelf, there is no 

I 
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:ation for  a higher charge for the “advertising” portion 
t h .  -... for the “reading” portion. 

ublications are commercial 
undertakings conducted with a profir motive. With respect to the 
remainder, other objectives generally predominate. As regards 
volume presented for  handling, however, that of commercial un- 
dertakinna comDrises considerably more than 60% of the total. 

Fully 60% of all second-class 

The reeding and advertising portion8 of the publications issued 
88 commercial undertakings a re  largely interrelated. Publications 
must have readers (circulation) in order to obtain advertising. 
The cost to the publishers, with few exceptions, of preparlng 
orlginal copy ia frequently in excess of subscription revenues, 
and there must be advertising revenue to apply against the cost 
of production in order to sell the publication at a price suficiently 
low to continue to attract readers and increase their number. 
Readers may thus at times, because of the advertising content, 
benefit in the price paid fo r  a publication but their numbei aleo 
helps in the price charged the advertiser. Generally the program 
set by publications, issued as commercial undertakings has been 
to obtain, aa an average, about 36 percent of their revenue from 
circulation and about 66 percent from advertiaing. 

Advertiaers frequently insist on “paid circulation” rather than 
total circulation since the reader of the publication is aaeumed 
to read it with more care, and thus be more certainly affected 
by the advertising pagea. 

The reading portion of a publication must appeal to ita readers 
or subscriptions will be lost and if the advertielng does not attract 
or interest them, advertising contracts cannot be obtained. Ad- 
vertising to be effective, must a180 appeal to the type of reader 
who buys the particular. publication, which means that reading 
and advertising matter must be generally syncretized. The read- 
ing matter is also frequently so placed throughout the publice- 
tion aa to require readers to come in direct contact with the 
advertisements. Then there is also a tendency to include reading 
matter, much of which is both interesting and informative, in 
the advertisementa. 

In many magazines and on the pages of eome newspapers there 
is a very close aaeociation between the reading text and the 
advertising matter. For example in magazines devoted to articlea 
on home care and construction, decoration, and the like, the 
character of the reading matter is closely related to the advertia- 
ing content. Fashion magazines and trade journal8 present similar 
examples of the interrelation of reading and advertiaing matter 
and such textual matter gives t h e  advertising greater force, Many 
new8 articles pertain directly to the type of product being adver- 
tised and thie is especially true when new products are  developed. 
On the pages of many newapapere in which amusements of 
various kinds are  advertised, the reading portiona contain articles 
concerning motion pictures, plays, actors and actresses which 
keep up the reader’s interest i n  the featurea advertised. Reading 
matter which has good indirect advertising value and is closely 
connected to the advertising display is to be found in many of 
the larger daily newspapers under attractive caption8 which 
draw attention to one or more articles, give descriptions and not 

[ 44 1 

infrequently make mention of prices as well as places wher 
merchandise may be purchased. Other periodicals have A...er- 
epereed regular reading sections with matter that has so clearly 
an advertirtiny flavor aa to make i t  difficult from the viewpoint 
of applying rates to determine the classification into which the 
matter falie-reading or advertising. (As a general rule the 
Department construes “advertising” to be those parts of a 
publication for the insertion of which the publisher receivea pay- 
ment and similar matter to promote hi8 interesta.) 

Theee situations emphasize that the reading and advertising 
portiona in many second-class publications are closely interreleted. 
The reading matter a t  time8 frequently has an advertieing motive, 
but is not charged for as such, and commercial coneideratione 
influence its character and position. To make it attractive there 
may also be a liberal content of pictures, comic and eimilar 
matter. With costs to the Postal Service no greater for overall 
handling of the adveiwing portion, page by page, than for the 
reading portion, there would appear to be no logical baeia for 
charging a lower rate for reading than for advertising matter. 
The Postal Service should not follow a “commercial” practice in 
its charges for matter contained in the same publication, since 
when all facta are  considered there is no basis for a differential, 

The principal reasons given by those who attempt to justify a 
differential, briefly stated with comment thereon in parenthesee, 
are : 

(a)  Advertising is clearly commerclsl and its inclusion in publicationr is 
prirnarily a profit undertaking. (This impliee that the reading portion in not 
iwued for profit, whereas it 18 an integral part, of a commercial or businecle 
undertaking.) 

(b) Advertising, when included, im the profitable part of recond-clasr pub- 
Ijcatione. (Reading matter muet be inclllded to effect the sale of a publication 
and thue to float the advertising. Publications are not bought for the adverl 
tieing contained therein, and any attempt to separate the proAt contribution 
tu7 between t h e  two t pes qf Interrelated matter would be meaninglees.) 

(c) The amount o r  advertising content in a eecond-claaa publication showr 
the extent to whlch it is a commercial or business venture and rates should 
give recognition to ita charecte2 ( A  publication carrying no advertising 
would, under this approach, be non-commercial,” which view is incorrect, 
eince there are publication8 which are profitable venturea thot contain little 
or no advertising. The entire publication is a bueineia undertaking.) 

( t l )  ’+ne rate8 for advertising impose no material limitation on the dlr- 
eemlnntioh of Information 80 long a8 a low flat rete is retained for reading 
matter. (Thle ia true only if the malor part of the coat of a publication can 
be abeorbed by adverthing revenue. However, increaaed ubliaher’s cosb are 
generally reflected in the retail or eubecription price an! ma3 readily aflect 
circulation. A subscriber does not purchase the readin and advertising por- 
tions separately. He pays one price for the entire pubTication.) 

The placing of the entire ublication-reading and advertising 
--on a zone-rate basis, woul simplify the computation of postage 
with resultant economy to publishers and the Postal Service. The 
publieher is now required to measure the advertising content of 
each issue of his publication and determine the percentage con- 
tent, an exacting task, and thereafter the publisher’s work muet 
be checked by the poetmaster at the mailing point. A t  times it is 
not practicable for the postmaster to determine what constitutes 
advertising and other than advertising and a decision must be 
obtained from the Department. TO cite one example requiring 
such a decision: Fashion magazines mny contaiu what is com- 
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Vfewr TegadLng the Second-Clam problem bold by Congrcrdonml 
Commise ione ,  alro by President8 and Memben of C o n p ~  

The deficits and other problems presented by second-claes mail 
have over many years been a matter of aerious concern to those 
charged with responsibility for ita handling, and there were also 
divergent views. 

At the suggestion of the Post Ofice Department, the Congress, 
by the act of June 26, 1906, created the  Poetal Commission on 
second-class mail matter frequently referred to as  the “Penroec- 
Overetreet Commission.” This Commission was directed to in- 
quire into and report to the Congress its conclusions on the 
operation and the effect of the exieting law relative to second-class 
mail, and what changes if any, should be made. 

Extensive hearings were held at New York and Washington, 
between October 1 and November 28, 1906 at which witneeses 
representing the Department, the publishing industry and othet. 
mail users not connected with the publishing industry were heard. 
A full report of the investigation was issued in 1907, and although 
written 40 years ago, the report contains much that is directly 
relevant today in connection with any efTort to improve the second- 
clam mail situation. 

There are given below only B o r n e  excerpts and summaries of 
Andinga of the Commission which directed ita inquiries primarily 
along the following lines : 

(1) Whether the revenue from the second-class of mail mat ter  should not 
bs commensurate with the actual cost of t h e  service rendered in handling i t  
and whether its classification should not b e  accordingly grounded on practicai 
rather than ideal considerations? 

(2) I n  case second-class matter Is’not  placed on a costpayfnp: basis what 
limitations should be placed upon the matter whlch may properly be placed 
in  that  classt 

to 
E) By what  amendments of existlng l aw may the changes which appear 

advisable be most effectually brought about? 
The Andinga of the Cornmiasion with reapect to rates may be 

aummarized as follows : 
(1) The diflarencr (8 to 1 )  betwssn LA8 meoond-clorr ra te  and the next 

higher ra te  (third-claes) was too great, l.e., t h e  second-class ra te  was rela- 
tively too low, being such as to give mailers a n  “almost irresistible tempta- 
tion’ to have printed matter  in periodical form. 

(2) Wholly dirrimiliw ram&@ toithin the rscond efarr UHU bein performad 
/or tho 14m6 chargs, thi r  disparity resultinn from the automa& operation 
of the pound rote, which gave no rocoKni!lon to the welght of individual 
pieces or  the number of pieces requiring Indnidual  dellvery in a pound. 

( 3 )  Subrtantially rimilar 8o&oer ward charged di ermt ~ a t e 8 ,  second-class 

copy” rates  in some instances or the pound’ratea In others. *In a d d i ; K  
since the “per co y” ra tes  did not vary with the  ,weight, for lighter pieces: 
they were above t t e  pound rates and f o r  heavier pieces they were frequently 

matter for delivery in substantially the name area /? eing aubject to the 

below the pound rates. 
(4) The 8~Cond-C1U## rate wa8 probably too &to, ubrolutefy rpsakhp. The  

Commission, however, he re  recognized t h a t  the coats of handling each class 
of mail were not definitely known. I t  waa i t s  opin,i,on th he costs aas ig~~able  
to second-class mall ehould not be confined to the  o u t o ~ c l ~ e t ’ ~  or additional 
costa above the cost of maintaining a plant f o r  handling Arsk la s s  mail- 
that much a view waa “historically false.” 

~ 

NOTE: The Cornmiasion described these 4 as “cardinal defecW in the 
Byatem of charges. 
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(6) A horizontal increase in the exieting eecond-clars rate would tend to 
destroy some niarglnal publishers. 

(6)  A system of tone charges f o r  secondclasr mail was not practicable 
because of complexity and the difficulty tha t  would be encountered in its 
administration and in accounting for revenue. 
NOTE: Zone chargee were introduced in connectlon with f o u r t h d a s e  matter 

In 1913, and f o r  some recond-class matter in 1918. 
(7) Second class produced some flrstclaes revenue but this factor should 

not be recognized in the rate  since the condition was not eculiar to second 
clae-it being enerally true for all classes of mail-and a t 0  that  the degree 
to which seconf-class mail contributed to first-class revenues waa a matter 
of ppecu_lation and conjecture. 

(8) Separate ratcs should be provided for  (a )  bundles and (b) rub- 
scribere’ copies to  meet “a fundamentnl and existing distinction in the servlce 
rendered,” a s  followe : 

( a )  Maintenance of the exieting rate of 1 cent et pound for bulk lob 
weighing not lese than 10 pounde, which, gy comparison with ex- 
press rates appeared to be approximately commensurate with the 
cost of the service, I 

(b) For  periodicals to be trensported, distributed and deliverad to in- 
dividual addressees, the rates to be charged to each reparately 
addressed piece should begin with a minimum charge based on 
the handling of the individual copy, Increasing with the weight 
of each piece. The incremental rate for  heavier pieces ahould bs 

reater than the initial rate in order to realize greater revenue 
from the larger publications which presumably contained more 
advertialng. 

The recommendations of the Commission with respect to classi- 
flcation may be summarized as follows : 

1. Refuse the aeeond-class ra te  to periodical publications consisting wholly 
of Action, relegating Action carrying magazines and papers, having no t rue 
element of periodicit , to another clam. 

2. Emphasize i n  d e  administrative enforcement of the law, the element 
of currency as an  essential characteristic of a periodical. 

8. Enforce the requiremerrt, h a t  a periodical must be Iasued and circulated 
only in response to a genuine public demand, by the followinq reatrictiona: 

(a )  Reduce to a minimum the  sample copy, one of the main agencies of 
inflation of circulation 

{c) Either prohrbit all combination o t e r s  or require thet  in all C M ~  a 
rtca be aet u on both elements of t h e  combination and that  the 

!dI. advertisecfprice of the periodical be paid. I 

(d)  Require that the publication print conspicuously Ita regular rub- 
scri tion price and any reduced pric,e at  which i t  is ollered in 
clubgin arrangements. 

(e) Charge t t e  publisher a higher rate for returning an  undellverable 
copy sent otherwise than in  response to an  actuardenaand. 

Nom: Some of the above have been corrected o r  minimized since 1907. 
4. Limit advertisements to not more than 60 percent of the contents. 
6. Vest the Anal adminhtration o the law ertalnlng to aecond-clarrs mall In a permanent commiesfon. This W\II or1 I& recommended by the  Third 

Assistant Po8 tmas te r  General, and f avore~gene ra l l  y by the publishers. 
This Commission also recommended etudies to determine the 

coats of all classes of mail, extensive weighing8 of all classes of 
mail by the Post Oflice Department and a review of the Depart- 
ment’s accounting and business methods by experts from outside 
the postal service. 

As regards the types of publication which could be given second- 
class status under the fourth condition of the act of March 3, 1879, 
this Commission’s report made the following pertinent comment: 

b) Abolish all remiume whether of rinted matter or merchandise. 

Now, the object of a definition is to define, to delimit. I t  should serve ar 
a means of separating the things contained under the term deflned from a11 
other things, @ut in what way can i t  be said that  a requirement that  a cor- 
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k ,ted matter ‘rhould be “devoted to literature” serves to mark i t  Ofl 
fro),. ,nything else that  can be put into print. T h e r e  is ractically no form 
of expresrion of the human mind that  can not be brougRt within the scope 
of “publlc Information,” “literature, the sciences, a r t ,  or some I ccial In- 
dustry.” I t  would have been just  as eflective and pt a s  reasonabL for the 
statute to have said, “devoted to the intereste of umanity” or “devoted to 
the development of civilization,” or “devoted to human  indlectual  activity.” qualities, 
but by purposes, and the purpose described le so broad a s  to incrude every- 

The prime defect in the statute Is, then tha t  i t  defines not b 

thing-and exclude nothing. ublicatlon has been ex- 
cluded because t\e information was deemed not t o t e  public no perlodicd 
has ever been classitled by the application of teste of this kind. Any attempt 
to apply them generally would aimply end in the press  censorship. 

With the exce tion of a few Instances where t h e  

- -  - 
With respect to the reduction of the pound rate on eecond-class 

matter in 1886, from 2# to l#, the report included the following: 
When tbe r a b  upon eecond-clus matter wae reduced in 1886 from 2 cents 

ta 1 cent a pound, i t  seems to have been so reduced aim ly upon a brief letter 
of the Postmaster General, dated J m u a r y  29, 1886 aldressed to the Chair- 
m i n  of the House Committee on the Post OfHce e n d  Post Roadr, in favor of 
such reduction. The following cgtract from his le t te r  g t v a  the  only known 
bas! a of his recommendation: 

“I have the honor to aclcnowld e the receipt of your letter of this 
date enclosing a eo y of Senate Bilf No. 1843 a n d  ask ng for my opinlon 
aa to its menta an! as to the expediency of ib early passage. 

I a m  decidedly in favor  of a reduction of the postage on newspapers. 
The requirementa in favor of much reduction c a n  not be fairly stated in 
a communication of this character, but they are numerous, strong, and 
well founded.” 

So far as we are aware, them in no evidence t h a t  the matter was ever 
considered by the Post Ofice Department, by an  committee of Congreas, or 
by either lfouse. There seems to have been no degate  upon the subject a t  811. 
The general impression seems to be tha t  the reduction WBB made because the 
revenues of the postal service had for a short time been in  rather flourishing 
condition. Bu t  no thought seems to have been taken as to whether that  In- 
creme of revenue was not wholl due to the natural  expansion of letter mail, 
or whether the reduction s h o u d  not properly have inured to the benefit of 
the class which created revenue.” 

In his annual message to the Congress in 1909, President 
William Howard Taft had the following to say regarding aecend- 
clam mail matter: 

The deficit every year In the Post Oftlce Department  Is lrrgel caused by 
the low rata of postage of 1 cent a pound charged on neeond-crw mattel, 
which includes not only newepapere, but magazines a n d  mlseellaneous periodi- 
cals. The actual loss growing out of the transmission of this second-class 
mail matter at 1 cent a pound amounta to about $63,000,000 a year. The 
average cost of the transportation of this mat ter  is more  than 0 cents a pound. 

It a pears tha t  the r v e r a  e distance over which news apen are delivered 
to t h e g  customera la 291 miks, while the’average hau l  oPmrgarines is 1,040, 
and of miscellaneous periodicals 1,128 miles. Thus, the average haul of the 
magazine ie three and one half t h e e  and that of t h e  miacellaneous periodical 
nearly four times the haul  of the dail newspaper, et all of them pay the 
same postage rata of 1 cent a pound. Tie stattstlca 011907 show t h a t  aecond- 
clasa mail matter constituted 63.91 percent of t h e  weight o i  all the mail, 

‘ 

. 

and yielded only 6.19 percent of the revenue. 
The Agures given a r e  startling, and show the  pa rnent by the Government 

of a n  enormous subsidy to the newspapers, magazTnes, and periodlcrls, and 
Congress may well consider whether radical s teps  should not be taken to 
reduce the deficit in the Poet Omce Department crused by this discrepancy 
betweon the actual coat of trunsportation and t h o  compensation exactod 
therefor. 

A reat  saving might be made, amounting to much more than half of the 
lmr, %y imposing upon magazines and periodicals a higher rate of postage. 
They are much heavier t han  newspapers, and contain a much higher propop 
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tion of advertisin to readin matter, and the average distance of tbelr 
transportation in tar08 and a fait tlmce aa great. 
Tho lolul dutluit tor tho last fiscal year In the  Post OfRcs Department 

amounted to $17,600,000. The branches of its business which i t  did at a IOM 
were the second-class mail service in which the lore, ar already raid, war 
$63,000,000, and the free rural delivery, in which the lors wab $28,000,000. 
‘l’hcrre losses were in par t  oHaet by the proftta of t h e  letter postage and other 
sources of income. I t  would seem wise to reduce the loss upon second-class 
mail matter, a t  least to the extent of preventing deficit in the total opera- 
tions of the Post OMce. 

I commend the whole sub ect to Congress, not unmindful of the spread of 
intelligence which a low cbarge f o r  carrying newspaper8 rnd periodicslr 
assists. I ver much doubt, however, the wiedom of a policy which c o n e t i t u b  
so large a sugsidy and requires additional taxation to meet I t  

. .- --_ 
Following the expression of President Taft’8 views, hearing8 

were held by the House Poet Office Committee in January and 
February 1910 on. the quastion of fixing rates on magazines at 
a higher level than rates on newspapera but no change wa8 made. 

In March, 1911 Congress approved by joint reaolution the 
appointment of a “Commission on Second-Class Mail Matter.” 
This Commiaeion, generally referred to a8 the “Hughes Com- 
mission” had a8 ita members the Honorable Charles E. Hughee, 
then Associate Justice of the United States Supreme Court; 
President A. Lawrence Lowell of Harvard Univereity and Mr. 
Harry A. Wheeler, President of the Association of Commerce of 
the city of Chicago. The Commission held exhauetive hearings in 
the summer of 1911 and rendered its report on February 2, 1912. 
Relevant sections of the findings of the Commission follow: 

There appears to be a t  resent no deflcit in the operationb of the Port 
Office Department as a whore, and from the arguments submitted to u s  it ir 
apparent that  some have supposed tha t  the only reason for roposing a n  
increase in rates was t o  cover a deficit. While postel rates rhoudbe adequate 
to meet the expensea of the department, the chief reason for an increase in  
the rate on aecontl-class motter 18 not the existence of a deficit, for that  mi ht  
be covered by raising all rates or  in some other way. The true reason !or 
the change is lo a portion the coat of t h e  service more equitably among the  
different classes of mail matter, and at present the secondcla8s pay8 fa r  
less than ita share. We have already obeel-ved tha t  if in the future  there 
would be a subetantial surplus In the post office it might well be applied to 
lowering the rate  or, perhaps lwtter still, b making fur ther  Smprovemenb 
in the service t o  business and to the people at large of low rates and good 
sepice in the transportation of lettere. 

The ori nal object in placing on second-claen matter a rate far below tha t  
on any  otfer  clans’ of mail was to encoura e the dissemination of news and 
of current literature of educational value. t h i s  object has been on1 in  art 
attained. The low ra te  has helped to stimulate an enormoue mass of p e r h i -  
cals, many of which are  of little utility for the cause of popular education. 
Others a r e  of excellent quality, but  the experience of the post omce has shown 
the impossibility of making a satisfactory test based upon literary or educa- 
tional values. To attempt to do 80 would be to set  up a cenaorehip of the Drem. . - ---- 

* * * * * e *  
Thus the educational purpose has been accomplished on1 ‘in part; it io 

wholly impracticable to make a low rata for  publications wit[ a considerable 
educational value and a higher ra te  for  the rest; and, under the actual work- 
ing of the law, large bueiness enter riees, which a r e  maintained by the com- 
mercial advantages they offer a s  alvertlsing media, receive the benefit of a 
ra te  BO low a s  to amount to a subvention by the Covernmont. 

In these circumstances there would seem to be no reason why there should 
be such a wide diflerence between ra te  and cost, and it is the judgment of the 
Commission that  there should be an  mycease in t h e  charge for second-cl-8 
mail in order that  a more equitable adjustment may be made. 

s h l  rater the diaaemination of current Intehgence, and the extent to wEch it bm 
On the other hand, the historic olicy of encouraging by low 



pro\ accessful, should not be overlooked. Enter rhea, those with slender 
resourcer as  well a s  the large and highly succe8sl)ul-religious and philan- 
thropic, to ether with thoeo conducted f9r  pecuniary gain-huve been cntab- 
lished on t8e faith of this policy; and  no change ahoul? bc made which would 
aertously hamper the circulation of useful informatron or dislocate an in- 
dustry. The increase should be a moderate one; and, after it hus been pro- 
vided for, time should be allowed to permit the business to adapt  itself t o  
the new conditions before the change goes into effect. And, i n  addition, pro- 
vision should be madc in the department for the maintenance of an  adequate 
cost Bystem, eo tha t  the operation of rates may bc obwrvctl continuously and 
accurately, and further modifications rnny be tleterinincd. - -  * ‘ *  * * 4 * * 

The Commission is fur ther  of the  opinion tha t  i t  would be a mistake to 
discriminate between newspapere a n d  maqazines or other periodicals. So  f a r  
a s  educational value i s  concerned no satlsfactory distinction can be made. 
And we have no basis f o r  tho conclusion tha t  the comparative cost of trans- 
porting and handling would. justify a diderence in rate. * * * * * * *  

We conclude, therefore, that ,  whateve: increase be made, ehould apply 
alike to newspapers and perlodied8 admltted to second-class, and tha t  I t  is 
impracticable in the case of newepapers to char e a higher rate for space 
given to advertisements. It has  been suggested &at the proportion of this 
apace should be limited f o r  all second-class matter, but the t rue  definition of 
such matter is  tha t  which is devoted primarily to the  diseemination of news 
and of current literature and  instructlon, and we are  not convinced t h a t  this 
can be measured by a n  arbitrary standard of the  proportion of space given 
to advertisement. 

I n  the interest of slmplIAcation we approve the  recommendation to abolish 
the copy rates- for-newspapers and  perlodicale when mailed at city carrier 

* * * * * * *  

ofices -for local delivery. 

lishera and newe agents from 1 cent to 2 centa is a more serioue one. 6 u t  we 
a r e  of the opinion t h a t  the  change is reasonable and should be made. T o  
deny such a moderate increase is virtually to say tha t  the present rate, de- spite the heavy loss it entails must be deemed satisfactory, o r  if not tha t  it 
is wholly impracticable to attempt any changa in  it. We regard either con- 
clusion os without foundation. Such a n  increase will not, in the opinion of the commission, bring distress 
upon the  tubliehers of newspapere and  periodicals, o r  seriously intorfere 
with the issemination of useful news o r  information. A reasonable time 
should be allowed after the  rate is Axed, before i t  is put into effect. While 
the  new rate wid be very f a r  from compeneating the Government for  the 
carriage and handling of second-class matter, i t  will to dome extent relieve 
the exlsting burden and result in a more equrtable adjustment of ratee. 

The question of raising the  rate on second-class matter mailed b pub- . 

Conelusions ~9 to rates 
According1 we recommend the following rates for second-class mail : 

(1) Txk ra te  of 2 centa a pound o n  co&s by publishers to subscribers, 
to news agents, and  as sample copies; and by newa agents t o  their aub- 
scribers or to other news agents. 

(2)  The ra te  of 1 cent for  each 4 ounces for copies mailed by other 
than publishers and  news agenta; that is, the present transient rate. 

(3) The present f ree-in-county privilege retained, but not extended. 
Further,  a e  we have said, the  department should maintain a n  adequate 

cost system, BO t h a t  the effect of t h e  new rates may be closely observed and 
l proper basis may be secured for the consideration of any future proposals. 

Preaident Taft’s message transmitting to the Congrcrv the 
reDort of the “Hughes Commission,” contained the following 
atitement : 

T h a t  ncws apers and magazincs have h e n  potent agencies for the disecmi- 
nation of pubic  intelligence and haye consequently borne a worthy purt of 
the  development of the country all must admit; but i t  i s  likewise t rue  tha t  
the original purpose of Congrese in providing for them a subvention by way 

of homhal  postal charges in consideration of their value a s  mediums of 
public information oultlt not to prevent an increase, becauae they are not 
only educational but ItiKhly profitable. There i s  no warrant for the reat  
disparity between cxiutingpPstaKe rates on pcriudicals and the coat of the 
service the Coverrlrncrrt pcr orms for them. 

A statement made by Senator Hardwick of Georgia, a member 
of the Senate Post Ofice Committee, on May 28, 1917, before 
the Senate Committee on Finance contained the following view 
of the uccontl-class mail situation : 

Now a R  to second-class mail matter the  situation is diderent, and I think 
is one which abtlulutely demands a chan e in the present rates, for while 
we .are making a clear profit of substantiaqly $60,000,000 a year on first-class 
mail matter we a r e  losing $70,000,000 a year in round figures on second-class 
matter. 

I quite understand the  princi le u on which the letter rates were axed 
and have been kept 80 low, and [rea& concur in tha t  principle. The prin- 
ciple is  tha t  under a free government t i e  diffueion of newa and  intelligence 
among the eople is  indiepensable, and  in order to promote i t  the portrl 
system shouyd c a r r  matter of this kind a t  a very nominal rate, even if a 
heavy expense to tie Government is thereby entailed. At  the same time i t  
is improper to have this privilege abused by publications tha t  have no ar-  
ticular value either from a news or a n  educational standpoint, and wRich 
are  primarily, if not wholly, business enterprises and commercial venturea. 
To permit this is to permit the prostitution of a great and correct principle, 
and yet to a great extent this is exactly what has happened in recent yearr 
and  newspaper^, magazines, and publications of all kinds which a r e  almoai 
wholly. commercial enter rises and having little news or  educational value 
a re  being carried througA the mails a t  an annual loss to the Government of 
$70,000,000, as I have stated above. 

Senator Goodirlg of Idaho madB the follow in^ pertinent com- 
ment on May 2, 1928 during the debate on a bill Axing postal 
rates which included a reduction in t h e  zone rates on advertising 
matter in the second clasg: 
My advicea from the Post Oflce Department, I think, are tha t  i t  is around 

$86,000,000. If the Senute amendment is adopted. it mcuna an  additional IOES 
of $7,010,000 on top of a vary, very large dcficit nlreatly sustained in carrying 
second-class mail matter. 

Mr. Preuitlcnt, why should we car ry  second-class mail matter a t  e grert 
108s to the Government? Can not every line of business afford to pay the  
Government the actual cost of transacting ita business? Why do we favor 
secon4-class mail matter by carrying it a’t a loss, o r  any other clam of mail. 
matter, so f a r  a s  that  is conccrnetl-I do not care what i t  i s ?  I do not think 
that any  line of business has a right to aRk the Government to transact its 
business for i t  at a loss, be it p a t  or small; and the loss to the Government 
in carrying sccond-class mail  1s enormous, and t h a t  is  admitted. 

.._-_ 

On May 27, 1932, during a debate on a proposed amendment 
to the Revenue Act involving an increase in second-class rates, 
Senator Norris of Nebraska expressed his views as follows: 

Mr. President, I can not see any  real, fundamental diderence between this 
amendment and any other tax-incrcnsinR nmendment that we put on this bill, 
I t  is not. perha s, because we  desire to increase this rate, although it is a n  
opcn secret, a s  P u  tlcrstand, thnt undcr existing law the Post Office Depart- 
nien t lows about $~O.OOO,OOO a year on account of carrying second-class mail 
mnltcr for lcss than uctual cost. 
Now, whcir w e  iiru goinc: to be cotnpcllotl to get additionnl revenue and 

find 80ma place whcre we can makc the levy to produce that revenue, why ir 
i t  not appropriate to incrcnw the Rccond-class rates under which at tha 
prcscnt time we arc  lodnK millions arrtl millions of dollare? Evcn when this 
liirrease Is maclc, if thi8 anlctulrncnt ahoultl be agreed to, we will still Jose 
many millions of dollars in carrying secondclass mail matter. 

Why should not newspapers stand their proper share of these increased 
burdens that must rest heavily upon the shoulders of all clnsscu? Why should 



we select them acl a special clrsr rnd give them tax-free opportunltles tha t  
now cost the Governmfnt more than  $90,000,000 more than the Government 
is- getting out of them7 

President Franklin D. Roosevelt W ~ E  quoted in the press on 
January 8, 1938 as describing the deficit on aecond-class matter 
as unhealthy and one With respect to which the publishers of 
the country should take some action. 

The Chairman of the House Committee on Ways. and Means 
in a communication to Postmaster General Frank C. Walker I n  
1942 indicated the attitude of t h e  committee at that time regard- 
ing certain phases of the postal rate situation a3 follows: 

The  committee recognizes the m a ~ l t o d e  and impprtance of the subject 

in the second and third class of ma i l  matters more closely in line with t, e 
coat of handling euch mail, haa been the subject of eonelderation and dls- 
cuaeion for  the past 30 or 36 years. Certainly, you realize that. it is not a 
good business practice t o  permlt these deficlts to continue wlthout some 
remedial action. In  spite of past diecusaions, nothing hae ever been done. 

but i t  also appreciates the f a c t  t h a t  t e queatron of brrngtng rates of posta 8“ 

__. -- 

Viewe of Postal Executives In reaped of the Stcond-Clam 
Mail eituetiorr eince 1879 

Postal executives have not infrequently over the years criticized 
the deficits uiid other of the more serious problems presented in 
connectiorr with second-class matter. 

The low rates eetablished in 1879 and their further reduction 
in 1886 were of course, primarily responsible for the deficit 
situation. Competition among publications and the dersire for 
large circulation led to abuses, euch a8 the failure to  collect sub- 
scription charges when due, the issue of exces8 sample copies, 
and the allowance of excessive commissions to agents. While some 
of these conditions, of which mention is made in the following 
paragraphs, have heen corrected and the situation ha8 been im- 
proved somewhat, others have come into the picture. 
In the annual report f o r  the fiscal year 1890 Postmaster General 

John Wanamaker made the following comment: 
I t  does not aeem fa i r  to letter-writers to take t h e  profit made u on the 

transportation of letters and give i t  away for the support of the J a r ,  the 
Agricultural, o r  the Interior De artment, or to let it go to book and news- 
paper publishers of a certain cfass. The Post Otllce Department would be 
self-eustaining if i t  had credit for  the work i t  does for nothing and practical1 
nothing, and if these different claeses of mail matter were ah put on  a sed! 
supporting basis. 

Poetmaster General William L. Wilson, in  the report for the 
fiscal year 1896 stated : 
No criticism Is intended of the long-standing and approved p o k y  of carry- 

ing “county-free” matter, nor of the polic of carrying a t  nominal and losing 
retea the newepapers and periodical pubkcations originally contemplated in 
the enactment of the law; but allowing for all these, it must be a parent that  
under what tieems a necessary and inevitablo interpretation a n j  abuse of a 
statute founded u on enlightened and liberal ideas an  imrnenae and unde- 
sirable mass of a h t i o n e l  matter is now admitted to the mails and trancl- 
ported a t  second-class ratee, which waa never intended or foreseen, a t  an 
expense to the people which seriously cripplea their postal aervico and lmaens 
their postal facilities. I respectfully and earnestly recommend to Con ress 
careful ecrutiny i n t o  thle abuse and such te.medis1 legislation ns  be deemed neceseary and effective for  its correctim. 

Postmaster General Jamea A. Gary, in the report for the Awal 
year 1897 expressed his views regarding the  second-class mail 
situation as follows: 

The injustice inflicted both upon the postal revenue8 and the people by 
existing laws regulnting the carrying of eecond-class mail matter has been 
represented to Congreaa in reports from t h i a  Departmelrt for 10 yeare paet 
with culnulstive force, but without effect in rcmcdial IeKislation. 

By act8 of ConKreerr pussed in 1874, 1879, 1886 and in 1894, a privileged 
clave has been crcaled, entitled to the use of the bnited States mail eervice 
either free of charge or a t  a cost f a r  below the price the Government is 
compelled to  pay the railroad cornpanla for the transportation of the mails 
thua carried. The right thus conferred is entirely dietrnct from the right to 
frank omcia1 documents, which is given to Members of Congresa and the 
oflcials of the Executive Departments and other public servanb. I t  ie be- 
stowed u on persons engaged in private enterprises, and inurea simply to 
their emoyument, without any appreciable benefit to the public a t  large while 
the 1-8 on this service, now aiilounti.nR to more than $26,000,000 o year, is 
defrayed out of the yrocecds of taxation drawn from all clasees of people. * * These figures convey their own comment. I t  is impossible to con- 
tinue the present eystem of second-class mail transportation without even- 
tually swamping the revenues of the postal service. 

, ‘ 1  
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,e Annual Report for the fiscal year 1901 Postmiister Cen- 
erh. Charles E. Smith, an executive of loiig c?xocric!nc:c i t 1  news- 
paper work, both ua an editor arid a proprictor, Ycvcrcly crilicizctl 
the second-clase mail situation. Excerpts from that report follow : 
Abuse8 of ~ e c o n d - c h s  Mat ter  

In my annual r? o r t  for 1899 I said: “The most urgent need of the poetal 
service is the rttctiXcation of the enormous wrongs which have grown u in 
the perversion and abuse of the privilege uccordcd by law to yxoild-cyass 
matter.” Time and experience only emphasize thia utatemcnt. I t  is the most 
urgent need, because it aime at the one g r e a t  overshadowing evil of the service 
and because it underlie8 and  overtops all other reform and advance. I t  would 
relieve the Department from the one opprevvivc burden which cripples ond 
weighs i t  down, and which atands ~ 1 1  a constant and formidable burrier 
against im rovement and  progrees for the benetit of all the peoplc in many 
directions. beeqly impressed with this conviction, the Department has taken 
positive steps, ip orders issued on July 17, 1001, to correct tho abuses and 
accomplish substantihl reform, eo far a a  it  is possible, by adininitrative 
action. 

* * * * I C * *  

The second-class mat te r  conatltutee nearly 60 percent of the weight of the 
entire mail of the country, and yet, while the postal revenue for the las t  
Aecal year was 111,631,193, the eecond-claes matter paid on1 $4,294,446 of 
that amount. T i a t  is, while making three-fiflhe of the mnir i n  wurKht, i t  
furniahed only one twenty-eighth p a r t  of the revenuo. The lrunsporttrtion of 
the maile ie paid for chiefly by weight. T h e  enormous diMproportiori of return 
to cost in  eecond-c\ase mat te r  ie thus apparent a t  a glance. 

* * * * I C + *  

The True Public P o l i q  
If the mail thus carried at heavy loss were limited to what the law in- 

tended, there would be nothing more to be eaid. I n  tha t  case i t  would be a 
deliberate and rational public expenditure for a welldefined, justifiable and 
worthy ublic object, a n d  taking the  rervice a6 8 whole there would be no 
loss a t  a$. Our free inetitutions rent on r p u l a r  intelligence, and it has from 
the beginnin been our  fixed and enlig tened policy to foster and promote 
the general t h u s i o n  of public information. Congrees ha8 wigely franied the 
postal laws with this j u s t  and  liberal conception. It has uniformly sought t o  
encourage intercommunication and the  exchange of intelli once. As facilities 
have chea ened i t  has gradually lowered a l l  postage r a t a f t  has never aimed 
to make tRe ostal service a eource of profit, but aimply to make i t  pay its 
own way ancfto give the  people the benefit of all poastble advancement. In 
harmony with this sound and judicious policy i t  has  deliberately established 
a low rate of poetage fo r  genuine newepapers and  periodicals, with tho ex- 
press deai n of encouragin and aiding the  dietribution of the recognized 
means r n f  akenciea of pubEe informatlon. I t  is not a matter of favor, but 
of approved judgment. It is not for the  publishers, but for the eople. But in 
adopting this epecial ra te  for a legitimate public end Congress \a8 sought to 
restrict ita privilege to le itimate publications with a manifeat public aim 
and a clear public d e m a n f  It never meant to open the  flood gates for a n  
inordinate stream of purely private enterpriser which have no publio object 
whatever within the contcm ation of the law, and which have seized upon 
the low rate of postrrge soleyy for private profit at  tho public expense. 

The Intent of the law 
The intent of t h e  law ie clear froni ib terms. I t  seeks to tlefino tho boun- 

daries and to prescribe conditions which shall limit tho rivilcge to thu kind 
of publications really designed to be included. First of aly, i t  provides that to 
be entitled to the eecond-clase rate the  publication must be “originated and 
published for the diseemination of information of D public character or de- 
voted b literature, the sciences, arts, or sonie special industry.” This test 
has never really been enforced, and its rigoroue enforcement is not now 
undertaken, f o r  i t  raises questions which ma be mattem of opinion rather 
than of fact. I ta  strict  application would, wittout any  other test, manifest1 
rule out thousands of existing publications. But there a re  other tests which 
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present matters of a fact. The possession of tho character thus deAna .dt enough. Thu l o w  furthur rcquiros thut thu prrblicution muet have “a lugill- 
intrte l i d  of nuliHcribcre.” Thure i~ tus t  bo not uirly n public object, but a real 
public call tliid approval, attested by genernl eubscriptiona. But even tbia 
IH not all. A publication havinq all thetle charoclcristice might also have 
others which would plainly conflict with the intcndctl prerequieite of having 
a distinct public urpose ratified by a distinct ublic dernund. So the law 
adds the proviso tRat nothing in its terms “shall Le construed as to admit to 
the second-class rate regular publications designed primarily f o r  advertising 
pur oeee, or for  frce circulation, o r  for  circulation at nominal raten.” 

‘Xfese provisions taken together plain1 show the design of the law. Had 
they been strictly administered from the geginning admissions to the second- 
class rate would have been restricted to legitimate publications complying 
with the prcvcribed conditions, and there would be  no auch question BE is 
now presented. But  the administration has been in many hands. The ap licm- 
tiona for admission have gradually broadened. Every new case has maie ib 
special re)rescntation, and taken singly has  pleaded no harm or burden. 
Little by little the lirnitntione have been relaxed, and every tronsgreasion 
has been mode the rccedent for another. Many of the publi- 
tions once entered l a v e  changef their character since admieeion and, if m t  
first entitled to the pound rate, have by this departure forfeited their original 
right. I n  these varioue ways thousands of ublications have come to enjoy 
the privile ea which a re  not within either t\e epirit of or the  letter of the 
law, and tke volume of second class mail has been immensely rwollen by 8 
vast and uevtionable mass of printed matter which was not intsnded or 
foreeccri &en Congress, in the cduculiolrul interest of the people, provided 
that the Governnwnt should practically pay the cost of tranemiesion. 

+ * * * * I # *  

Gruwth of Second-Chs M a t t e r  
Of this vast matter of second-c~aas matter i t  is estimated that one-bdf 

does not come within the meaning and intent of the  law and is not rightfully 
included In that class, and thua i8 not entitled to be mailed a t  the pound 
rate. This estimate is  based upon a n  investigation of the records, and upon 
the udgment of ex  erienced postmasters and trained experb. If i t  be diflcult 
a t  fkst to believe tfat the’proyortion of wrongly classed matter is 80 large, 
two coneiderations will make i t  clear. On the one hand the entire circulation 
of the questionable matter goes throu h the maile,kor with ita scattered 
range i t  has no other method of dietrifution. On the  other hand, the.great 
body of the newspapers of the  considerable cities, where r q u i r i n g  transpor- 
tation, go for the moat p a r t - i n  bulk on the railroads outside of the mailr. 
Most of their circulation is within a radius of 200 or 300 miles. Within tha t  
circle they a re  transported !n bulk for less than the posta4e rata. The  Gov- 
ernment carries for 3,000 miles a t  the same ra te  as for 3 miles. If the abuser 
now under consideration can be eliminated i t  will be entirely feasible t o  
eatablirrh zones with graduated rates, and to carry news a ere and periodicals 
in  bulk within a limited radius for half a cent a poundl {ut a s  the case now 
stands, and with a just  Understanding of these facta, the estimate will be 
readily accepted that one-half of the volume of second clam mail is of the 
character which the law never intended ehould poseesa ita privilege. 

* + * * * * *  

rctert  and 

T h e  Actual Loss 
This great abuse, which has been repeatedly condemned by my predecw- 

eors, ia eo flagrant and 80 hurtful and obstructive l o  all postal progress tha t  
the Department hae felt impelled to undcrtuko measures for ite correction. 
The neccled rcform has been, equfiht b Icaialation, and lo islution which ehnll 
mnke a inore preciso and distinct d n i t i o n  of who1 shafl constitute second- 
class mail matter and which a h d l  brinr: within reasonable bounds some or 
the privileges that a re  now grossly stretched, sample co iea for example, is 
eminently desirable and jmportant. In the absence of BUCR additional legisla- 
tion the Department is limited to the application of the law as  it is, and AB 
much of the evil that  has grown UP has come because even the safeguards 
now provided have been neglectfd, a more strict enforcement of the exiating 
law will, i t  is believed, accomplish much good. 

* * * + * * *  
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lepartment executes the law 
.s to be bornc in mind tha t  i n  engaging in this work the Department is 

not ollauming to make or extehd t h e  law. That is the prerogative of Congress. 
The Department is simply administering the law as it finds it. I t  is charged 
with the duty of issuing certificates of entry t o  the second class and as inci- 
dent to tha t  duty it must determine whether the conditions requisite to such a 
certificate are fulfilletl. Thc number of ncw ulqdicutioris is ultouL 6,000 (L 

yoar. Tho dupurtniuirt tiiunt tloddo whuthcr llic!y uru u t i l i  Clod k, I & t ~ l i l ~ ~ I i i ~ l i l  or 
not. I t  cull not wlth a scnw of duty  admit thoou which (lo trot IIICCL tho ttlutu- 
tory requirements. But  to apply t h e  lnw rigorously lo new applicanh and not 
to apply it in the same way to existing publications, would be unjust to the 
former and would be to leave a monopoly to the latter. 

+ * * e * * *  

Interest of Legitimate Periodic& 
It Is morally impossible that t h e  flagrant abusea which have been dcpictcd 

shall’ go on uninterruptedly and unceasingly. If with their palpnble obstruc- 
tion of oatal advance for the advantage of a h  the people, and with their 
ahamefuf misuse of the  public t reasury  for private ends, they a r e  left un- 
checked, they will sooner or l a t e r  rouse a storm of opposition which will 
strike undiscriminatin l y  a t  the special rate tha t  is perverted to the illegiti- 
mate purpose. Not onfy do they wrongfully deplete the postal revenucs, but 
the taint and harm a great business by injurious methoda or unequal ground ; 
a i d  legitinlate publications, f o r  the honor of their own mission and work, 
and in their own interest, will welcome and sustain the effort for the en- 
forcement of the law and the maintenance of ita jus t  standard. The  redemp- 
tion of the postal service from t h e  incubus which works a great in ustice to 
the people and to all law-abiding publishers and which im aira t i e  ower 
of the Department for  eficiency and improvement in many &rectlons 4 felt  
to be the highest duty, and to that dut , the Department addressee itaelf, 
relying on the support of all who would iave the law faithfully observed. 

The 1906 Annual Report of Third Assistant Poatmaster General 
Edwin C. Madden .contained an extended discussion of “second- 
class mail abuses and deficits,” together with proposals fo r  their 
correction. Excerpts from tha t  report follow : 

* r +  * * + * * 
The presentation (by the Department to the Penrose-Overstrebt Commis- 

sion) watt intended t o  establish the need of new laws to meet tho changed 
conditions in the  publishing industry, especially, because, to maintain the  
privilege as at %resent, the Government must sufler not only the loss, what- 
ever tha t  mny e, from carrying the  bona fide news apers and periodicals 
fairly within the intent and s p w i t  of the statutes, g u t  also the loss inci- 
dental to the existence of a privilege which can not be properly confined; 
and tha t  under the slow processes which the Department is compelled to 
follow in dealin with the subJect and the lack of sufficient force to enable 
it to organize effectively for  the working out of the problem abuses develop 
almost fas t  as they can be c o r r a d e d .  I t  was also shown by exhibits tha t  
vast quantities of matter were carried as of this class which i t  was a travesty 
to consider as meeting the conditions even in form, let alone in substance. 
However, it was stated to the  commissim that a very much better enforce- 
ment of the present laws, bad and ill-fitting as they are, could be accomplished 
if the Department were equipped f o r  the purpose. * * * * * + *  
- Concerning the  present administrative reform, ‘explained fully in 
reports, w e  a r e  on the  ono hand pressed to go to the  limit s u s t a i n a l r ? i i %  
courts under the present laws, and, of coupe, we are alwayg glad to be judi- 
cially reviewed. On the  other hand, there 1q complaint tha t  we are going too 
f a r  or may do so. We displease and are condemncd, no matter what we do, 
and we are  confronted with the problem as to whether we shall stop short 
of the strict, honest, and fearless enforcement of the present statutes to the 
limit of thcir intent and  purpose or go on tp a finish. In this connection, the 
statement before the Congressional Commission of a rcpresentative of tho 
organization of all the great newspapers of the country to the  effect tha t  a 
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rtrict and impartial enforcement would bar every publication from the  
sacond clwrs i s  in oint. Coneider also in this connection tha t  a certificate of 
entry to the aeconi class is a grant  of public money to the extent of the cost 
of handling over what the publkher pays-there is no other f a i r  way to put 
i t a n d  that it is the rule of ttie courte tha t  in the gran t  of public money 
the benefit of doubt should Lo trrkon by tho Govcrntnunt. 

Stid1 Ltia preaont luwn romaln atit1 shrill we now forge ahead, 
how to the lirru and let the  chips fall yliere they rnny? A.re the Government’s 
iuterests greater or Ius than the publuhers’? 1he situation calla for breadth 
of reasoning and sober second thought. 
, Regerdlem of whether the re te  be raised; regardless of whether It k 
lowered; regardlese of whether it remain8 as a t  present, there should be, as 
a matter of justice, reason, and business sanity, a change in the conditions, 
coneiderations, arid qualifichtiona, for this classification from those which 
now exiut, and the change should come now. 

+ + * * I C * +  

I am*convinced tha t  a n  increase in the rate of poakge would ultimate1 
rove to be beneficial to all and would not work disastrously as represented: 
ime would, of coume, be given for the adjuatment of the whole Industry to 
ha new conditions and new rates, and it is  certain that finally any iwre4e 
of ratea would be borne by the advertisers and not by the rebderr, M con- 
tended. Thq eople would continue to get their newepapam and periodical8 
Ilst as chea3y as they get them now. The publishing business is, a f te r  a1 

like any other b u s l n e e n a n  enterprise for  rnaklng money-and it ahoulfj 
stand on the same plane with other bueinessee BO f a r  as the postal sewice ir 
cgncerned. Publishers a re  no more public benefactors by reaaon of publishing 
newspa ern and magazines than are publishers of books and other literature 
which not come into the  second class. They may do ood or they may not’ 
that  I s  not the queetim f o r  the Department. The p u h c  may be depended 
Upon to buy what it wants. 

The Annual Report of Third Aaeistant Poetmaster General 
Abraham L. Lawshe for 1904 eummed up the eecond-claaa aitua- 
tion BB followe: , I  

: With the second class privilege k s t r l c t s d  ma waa originally contemplated 
In the  enactment of the  law, there would yet be a loss in the handling of this 
closs but i t  would be a worth generosity for  the benefit of the peo le, and 
not for the benefit of the u&llrhem who abuse the privileges of t\e law. 
However, If I t  ie not ose ib i  to curb the abusee d o n  the line ruygeated, or 
d o n g  other practical En-, there will be justification for and inevitabl murt 
be a very material increase in the  second class postage rata to cover tge cost 
of the service, and with such a ra te  there would be no need for  restrictive 
r?gulations of aoy sort. 

* * *  

f 

I n  the Annual Reports for the fiscal years 1909 and 1910 
Pwtmaeter General Frank H. Mitchcock called attention to the 
“enormous” loss the Government sustains in the handling and 
transportation of skond-ciass mail and recommended higher 
rates of postage thereon, limited however, to advertising matter; 
In his opinion the Act of 1879 never justified the inclusion under 
aecond-class rates of the vast amounts of advertising transported 
at  a heavy loss and that if magazines paid what it cost the 
Government to carry their advertising pages the Department’s 
revenue8 would eventually grow large enough to warrant a reduc- 
tion In postage on first-class mail. These conclusions were based 
largely on the fesults of extensive weighings of the mails made 
jn 1907. By 1909 i t  was recognized that the problems of second- 
claa mail involved more than the “abu~ee” of the privilege. The 
Annual Report for that year stated that: 

If it were possible to correct every such abuse and to exclude from the 
second-class privilege all lllcgitimate publicationa, the newspa ern and pe- 
riodicals properly admi tted as second-class matter would stilf contlnug to 
absorb the profit derived from other classes of mall. 
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T, .ve been several ainstaking inquiries into thin rubject one invte- 
tlgatk.. ,orroborating anot ter ,  and it has  been shown conclusive1 tha t  t h e  
loas to the Government in the handling of second class mail u n k r  present 
raten constitutes by f a r  t he  most important factor in the annual deficit. 

* * * * * * *  
The trans ortation of the mail is t he  only transportation, so f a r  as is 

known to thys Department, for which the rate charged the sender is Axed 
without regard to the length of haul. The Government pays f o r  this same 
transportation on a mileage basis. The flat-rats plan works well for Arst-clese 
mail, the weight of which ie comparatively small and the postage rate  hi h, 
and of which the Government has a monopoly, thus getting the benefit of &e 
more roAtlrble short hauls to offset the unprofltablo long hauls. Whom the 
condltrons are reversed however, as with second-class matter, and the Cov- 
ernment has no monopoly, the disastrous reaulb to the’De artment a m  ap- 
parent. Transportation companies take the ehort haule of gulk ackages on 
the handling and transportation of which there is a profit while t!e expensive 
long haule devolve on the  Government. 

The attitude of the Department in 1911 toward the second-class 
mail problem waa expressed on June  14th of that year by Third 
Aeaistant Poatmaster General James J. Britt in an address 
before the International Circulation Managere’ Association, en- 
titled “Second-Class Mail Matter-Its Usea and Abuses.” Per- 
tinent excerpts from his remarks follow: 

The p:esent oPostmaster General (Hon. F rank  H. Hitchcock) earnestly 
insists tha t  there  ehall also be a wadjvstment of present postage 
rates, based upon the principle of the payment on each class of mail matter 
of a ra te  of postage equal to the coat of ita handling and carria e, and no 
more, and tha t  one class of matter ahall no t  be taxed to meet Seficiencies 
caused by a n  inadequate rate on another class unlese the Congrerrr in ita wis- 
dom should deem i t  a j u s t  and wise polic to extend to certain publications 
in consideration of the beneflt to the  p u b i c  of the informing character 01 
their contents, a bonus o r  subsidy of a pa r t  of the cost of handling and car- 
rings, in which case such publications, in  recognition of this valuable con- 
cession, should make an adequate educational return therefor and be held to 
a lawful and proper use of such special privilege by a mitable provision of 
law to the effect tha t  only a limited port on of their space, not exceeding 60 
percent of the whole, should be occupied with trade advertisements, carried 
n the interest of the publishers, for  their own profit, 0nd in which the general 

public has little or no interest. + + + * * * *  
. Other claeses of mail mat te r  aflect only a portion of t he  public, but  the 
letter affects all. The peo le have heretofore uncom lainingly paid an exces- 
sive rata of posta e on lerters in order to mect the h i t  caused by dcflcicnt 
rate8 on other marl matter, but they now demand tha t  they shall bo required 
to pay f o r  what  they get, and t h a t  t he  e t  what  they pay for. A 
r p e r  qual izat ion of ostage rates w i d m a k e  %ie reform easil feasible. 

he public mind i s  keen! alive to the rubject. All clossee of p e o p i  are now 
undertaking a look into [he various phases of the postal iervice. Nothing i o  
emaping the ewift search of their ecrutin . All a re  seneitive ta every tight, 
however small, and to the  eqnualization o! public burdens. The payment of 
fully 84 cents per pound on t elr letters, caused by the payment o! 2 cents 
an ounce on underwei h t  piece8 a clear profit to the Government of at least 
40 centa per  pound, t i e  profit being applied to the deficit caused b n loss 
of at least 8 centa a pound,on second clam mattdr, is indeed too geavy a 
strain on the patience of the  people. We had as well look the situation squarely 
in the face and reco nize conditlone as they are. The demands of the public 
will not cease until t f i s  inequality Is removed, for it Is class legislation, pure 
and simple, benefiting a portion of the people a t  the expenae of others. No 
far-fetched explanation or subtle refinement will satisfy the people, or blind 
them to the existence of this  glaring Inequality. It is too plain to deceive even 
the unwary. * * * * * * *  

shall 
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The relation between firstclam and secondclaes mail mattm, under p re tmt  
conditiona, may be briefly and concisely rtated. Firatclass  matter, consisting 
mainly of lettere, comprises 18.4 per cent of all the revenue-producing domes- 
tic mail matter carried yieldin a net profit of $68,000,000, or  a per  capita 
profit of 73 centu; while secon8-class matter, consisting of newspaperr and 
magmines, comprieea 66.6 per cent of all the revenue-producing domestic mail 
matter carried, yieldin a revenue of but $10,600,000, a loss of $70,000,000, 
or a per capita loss of 76 cents. From this it is clear that  the er capita 
profit of 73 cents on Arst-clese matter, and the per capita lose of 76 c e n b  
on necond-class matter a r e  almost an  offset, or, in  other words, tha t  every 
man, woman, and child i n  the United States is taxed 73 cents by way of hie 
letter postage, ovor nnd a h v o  the chargo for  carrying his own le t ten,  In 
order to nieot tlio deficiency arising froin underpaid second-class mail matter. 

* ’+ I * * * * 
No public statute has ever been more favorably or beneficially oonrtrnad 

in the  interest of those for whom i t  was made than has the act  of March 8, 
1879, by the Post Office Department, in aid of the publishers of newspapera 
and periodicals. They not only get all tha t  Congress contemplated, but a 

reat deal more. T h e  business o periodical publications was almost in Ita 
flniancy a t  the time of the passage of t h e  act, both newspapere and magu iaea  
k i n  relatively small and having only a limited portion of their space de- 
rote! to advertisemente. Monster editions, large special issues, syndicated 
rupylemenb, and other present-day features were then unknown and not 
contemplated by Congrees, but s tep by step the publications of 1879 have 
been enlarged and transformed until in many instances they have become 
too heavy and voluminous for  practical handling, but having a t  least a 
remblance of conformity to the law, they have succeeded in eecuring ad&- 
aion a8 second-class mail p a t t s r .  

But  whether the present law is favorable o r  unfavorable to the public, so 
Ion as It ie the law, it ia the duty and the pu om of those who now ad- 
min%irbr the Post OMce Departmenf to give p z i s h e r e  all the righta and 
beneflb to which they a r e  entitled under it, *. 

The Annual Reports of Poatlhaster General Albert S. Burleeon 
for the years 1913 to 1916, inclusive, each make reference to ths 
neceaeity of taking at least, moderate steps to require those using 
the second-class privilege to pay a fair  part of the cost of that 
eervice which was placed by the “Hughee Cornmiasion” in 1912 
at upwards of 6 cents a pound, disregarding however, certain 
coab which it could not determine but which could readily add 
another 2 cents. The report for 1916 stated that: 

In  view of the continued increase in the volume of second clam matter, the 
handling and transporting of which a t  rates eo patently inadequate Im ose 
an  enormous and conntantly growing burdcn‘on the postal rovenues, 8 i s  
obvioun that  the necelrsity for  some readjustment of the ratea on such matter 
is constantly becoming greater. 

Postmaeter General Burleson’a Annual Report for 1917, in 
commenting upon the enactment of the law of October 8, 1917, 
which established zone ratea for advertising portions of certain 
publicationa and a180 led t0 an increase in the flat charge on the 
reading portion thereof, said : 

The department does not favor the use of the postal syatem as a means of 
raising revenue except to meet the cost of the service and 80 informed the 
Committees of Congress. 

The ra te  of postage on aecond-class mail h a s  been the sub’ect of 8 number 
of extended investigations and an  increase in the rates i n s  been mom-  
mended many times. The difference between the revenue from this c l ~ s  of 
mail and the admitted cost of its transportation and handling is so great  and 
the proof EO conclusive that the ublishers could no longer hope to defer 
gome just  and remedial h?giSlatiOn 1)’ Congress. I t  waa for Congress to decide 
when I t  would legislate u on. the SubJect, and i t  deferred such legislation 
until l time when it was &ding with man other question8 which appe&d 
to the  patriotism and senae of fairness of t i e  people. 



Some pnL 4 claim that‘ they cannot pay a higher ra te  of postage. I t  
must be conceued that the plea tha t  legitimate business cannot readJust itself 
to the normal cost of ita conduct is without merit. They also claim that the 
increase on that ortion of periodicals devoted exclusively l o  advertiainr: 
matter r i l l  reeult pn the discontinuance of advertieing urd therefore the dis- 
continuanca of the periodical, which argues thnt this business cannot pay 
i b  legitimate expenses. This is not believed to be t rue  of the publishing or 
any other legitimate business. 

I n  1933 the Director, Bureau of the Budget, made an informal 
request upon the Department regarding the possibility of ail 
increaee of the rates of postage for mail matter of the second 
clasa. There follow excerpts from the Department’s reply to the 
Ilirector, dated December 8, 1933 which for reasons not apparent 
when considering the heavy annual deficits realized f rorn second- 
clasa mail, expresses a view different from that previously held 
by Commissions delegated to study the problem and by members 
of Congreas, postal executivee and others in high authority. 

For a considerable time, particularly since the annual publication of the 
results of the coet ascertainment was  be un a number ai years ago, objec- 
tions have been voiced to the low rates o f  second clma polrta e. These objec- 
tlons have been multiplied in the yeare of the depreaalon, dur&g which there 
has been an  extraordlnary increase in the deficiency of the poatal revenues, 
I t  has been pointed out that  the princi a1 part of the deficiency of. t h e  
revenues is traceable to the  loss in han&ing second-clras matter, and the 
amount of this loss has been characterized in iome quarters  as a 
to the ublishera of newspapers a n d  magazines. The proposal fo‘?~~i!f~ 
rates o! postage on~publiehers’ second-class matter is calculated to elimina 
this so-called subsidy-to secure additional revenues from second-clssli mm? 
sufficient to meet the expenditures which are apportioned to tha t  clam uf 
mail matter by the coat ascertainment. 

resent rat48 of p0shW on 
publishers’ secondclam matter a r e  8 s  high an t f e  traffic will bear; tha t  no 
additional revenue would be produced by an  increase in second-class rates; 
that  on the contrary any increaae in  recondtlam rates would operrtc simply 
to drive second-class matter out of the mail8 and in the last analysie would 
reduce rather than increase the postage revenues. 

This proposition needs little argument. The facts with respect to the trcnd 
of the revenues since the application of the hi her ra tes  which bocame etTec- 
tlve July 1, 1032, amply demonstrate t h e  inedciency of horimntal increased 
in the second-claas ra te  r t ructure  PB a means of producing larger postal 
revenuee. 

I & * * + * + *  

I t  is the opinion of the Department tha t  the 

The chief reason for this ir of course found in the fac t  t h a t  publishen will 
only make use of the mails so long a i  no che8per or  more artisfactory means 
of dirtribution is available. When i t  c o m a  to the handling and distribution 
of newspa xn and other p r i o d i c d  publications, t he  Government exercises 
no monopor as i t  does in t e case of sealed letters. It only rovides a service 
which publrahers can avail themaelvu, of if i t  ie in their  Ynterest to do BO. 
If poetage rates are F o  high they can  dlstribute their publication8 by freight 
or express or  by p r ~ v a t e  mwsepger, or through news agenciea, or by com- 
bination o! several or all of these methods. This is particularly so in the case 
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I t  Is to be borne in mind also that  for a number of yearn them 
has been a continuoua decline In the  volume of mail of all classorr, reeuiting 
from economic causes, and that  this  decline has in fact  been mnre severe 
In the care of the advertising portions of newspapers and  ma azines admitted 
to the mails M recond-class mat ter  than in any other class ofpostal  business, 
this hadng shrunk about 36 percent between the fiscal year 1930 and the 
fircal year 1932. With all proper allowance f o r  these factore, however, last 
year’a experience under the  hi h rates  of the 1932 llevenue Act socmr to 
demonstrats conclusively, if i n f e d  any demonstration was needed, the fal- 
lacy of the higher rates of postage on second-class mail will add subatantially 
to the postal revenues. + + + + * + *  

metropolitan newspapers and p r  iudicals of large circulotion, and publica- 
tions of these classes a re  depending less and less upon the mails ns a medium 
of distribution. Even when publications are  compelled by force of circum- 
stances to remain i n  tho inails, higher poatage rutcs menn highor r a h  to 
advertisers and subscribers, and these In turn mean reduced bulk and reduced 
circulation, and irr the end reduced nmil volume. 

+ + + + * * *  
The Department’e poPition is that no preciable revenues would result 

from any readjustment of the rate ached& which would leave eecond-clorr 
publicutionu in t h e  mails In approximrtoly their praeont volume. I t  believar 
that  any furtller horizontal increme in the rate  structure would 10 dlminirh 
ttic volume a8 to reduce the aggre a te  revenues, and that  if such an  inc reue  
were substantial i t  would, prnctic$ly 8 eaking, drive second-claer matter out 
of the mails. This raises t h e  queetion wRether, in view of the loss in handling 
a s  shown by t h e  annual coet ascertainment, i t  would not be in the publlc 
interest to have this happen--that is, f o r  second-claes matter to be eliminated 
from the mails. 

I n  ita more important aapect, this question is of course one of public policy. 
As has been seen, i t  has been the practice of the Government eince ita incep- 
tion to fix cheap postage rates on newspapers and magazines with a view to 
the widest poesible dissemination of n e w s  and information among the people. 
The abandonment of this policy and the establishment of a secondcloar rata 
schedule high enough to ineure the recovery by t h e  Government of the whole 
coat of handling each newspaper and periodical ublication depwited in tbe 
mails would deprive a conaiderable proportion o f  our  PO ulation of what is 
perhape the most im ortant and aubetantial benefit whit! they derive from 
the postal system. Tgom who reside in metropolitan arena would be little 
affected. For the most part’their magazines and newepapers are bought at 
news stands or are delivered to their homes outside the mails. But the smaller 
communities and the rural  districts depend almost wholly u on the poet 
office for this service and if newspapere and periodicale shoul! be excluded 
from t h e  mails by htgh rates of postage, the greatest inconvenience would 
result to these sections. One of the principal objects of the establishment of 
the rural deliyery eervice was to provide a means for the regular distribution 
of newepapers to the homes of the farmers, and i t  is not too much to say  
that  the usefulnesa of the rural f ree  delivery, which now reaches more than 
26,000,000 people, would be very largely destroyed by the adoption of pro- 
hibitive postage rates upon matter of the second class. 

Considering the ucstion from the standpoint of the publishers, the smaller 
publications w o u l d l e  the most injured. By far the principal part of the cir- 
culation of metropolitan newspapers is outaide t h e  mails, and probably the 
bulk of the circulation of the popular magazines a s  well. But the editor of o 
country weekly o r  of a farm publication must., in  the nnture of things, reach 
his clientele throu t i  the mails or not e t  all. The establishment of prohibitive 
rates f o r  aecond-&iss mutter would leave thc large magazine8 and news- 
papers a t  no nmterinl disadvantage, but ernnller publications, especial1 the 
riewspnpcrs which servb the rural districts nnrl the epccialrzctl period;cnle 
whosc subscrilms arc  lirni ted in number o r  widely ecattered geographically, 
i t  would prohatdy destroy altogether. In this connection, it will be well to 
point out that, contrary to  the popular belief, the heavy magazines and news- 
papers carrying a large content of advertising matter corne much nearer to 

ayiny thcir way in the mails’ a t  the preeent rutes of postage t h a n  the small 
focal publications. The greatest loss occurs in handling the srnnll pa  era and 
i t  of course follows that  any change i n  the rate structure caIculatcJto Lake 
each subdivision of second class matter pay its way in the mails would fall 
with greatest eeverity not upon the largo publishers but upon the thousands 
of country newspapers and other journals of limited circulation which now 
have the privilege of second-class entry. 

The many eerious disadvantages to the public which would result from the 
elimination of newspapers and magazines from the mails are believed to be 
obvious. Against these disadvantages, however, the claim is made by those 
who advocak higher second-class rates that  the Government would effect a 
substantial saving in the cost of post oflice operations, a saving of course f a r  
in excess of the revenues which would be lost. This claim rests upon the  show- 
ing of t h e  cost ascertainment that the apportioned cost of handliilg aecond- 
class matter amounts to several times the receipts f rom second-class postage, 
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and fn fa. . appears to maume that the elimination of aecond-class matter 
from the mail8 would nave the entire amount of this apportionctl cost. It 
remains to conaidcr whether i t  is so. 

* * * * * * *  
This position of the Department in 1933 presents a decidedi:* 

defeatiet outlook for the future as regards the correction of the 
deficit eituation and differ8 materially from that expressed enrlicr 
by Presldents, Conyreysional Commissions, Members of thc Con- 
gress and postal executwee with respect to the level of eecond-class 
rates. I t  may, however, have been based to a considerable extent 
on postal operations for the period (1929-1933), when conditions 
were eubnormal aa the result of the serious depression then 
existing. The reasons advanced in eupport of this position may 
be fairly challenged a9 not applicable to present conditlons, and 
these reasons are discussed throughout thia Report. 

1 

PuLlicity given Second-Clam rate situation 

While the annual and other reports issued by the Post Offlce 
Department arid the reports issued by Congressional Commissions 
delegated to study the second-clam mail situation, have over the 
years contained inforrna tion regarding second-class rates and 
the rclatcd lreuvy unrlurri ueficita iricurrcd by the Department 
i r i  the tiandling of-this class of mail and have called attention to 
the burden imposed thereby on users of other typee of postal 
service, particularly first-class mail, or on the United Statea 
Treasury, little mention has been made of these facta in the 
pnbllc preas arid in publications generally t o  disseminate to the 
pulilic these important items of information. 

Public opinion ie an important factor in bringing about equita- 
ble adjustments in existing statutea. A8 regard8 second-clam 
rates and the related heav deficit8 therefrom, the limited publicity 
given thereto has resultelin but little informed public opinion to 
counterbalance the views submitted to the Congress by a highly 
organized publishing industry operated for the most part as 4n 
undertaking for profit. This industry, obviously interested in 
maintaining the lowest possible level of rates ha8 vigorously 
opposed any effort to increase second-class ratee to a more reason- 
able level. In contrast the public at large, in particular the vaat 
number who fo r  the most part  send only first-class mail, lack or- 
.ganization and thus cannot effectively present their point of view. 

The Post Office Department ha8 issued certain factual data 
but the circulation thereof has been limited. Being an executive 
agency organized primarily to carry out the will of Congrese, it 
has been more interested in the routine administration of the 
postal statutes than in pursuing an aggressive policy toward 
removing fundameiital deficiencies in postal policies. However, 
whenever the Department has endeavored to correct the unaatis- 
factory eecond-cla8s situation, i t  hae not only failed to receive 
the benefit of the customary channels of publicity, but i ta  pro- 
posals have not infrequently been magnified into “attacks upon 
the freedom of the presd’ or opposed 011 the bnsis that any change 
i n  ratce would drive some publishere out of business. In con- 
eequence, a n  appropriate adj uetment of the existing legislation 
regarding second-class mail has been deferred and the aub- 
stantial subsidy (upwards of $100,000,000 for the Aacal year 
1944) granted t o  publishers in distributing their publications has 
continued with little public appreciation of the extent thereof. 

The position of the publishers ha8 been that t h e  very low level 
of aecond-class rates over many years established a “permanent 
policy” for this class of mail, regardless of the cost of postal 
service incurred i n  connection with their publicationa. That this 
extreme view of the situation is without foundation is attested . by the fact that since the passage of the 1879 Act there have been, 
as shown, Presidents, Commissions, high postal executives and 
niembers of Congress who have taken the position that second- 
class mail should more nearly pay the cost of its handling than it 
has beer1 called upon to do under the rates imposed. 
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, have, however, been a few publications that have putdicly 
indictlted a willingnew to meet thcir Yhurc of sccorid-clnuu rnuil 
costa. There follow two  statements by newspapers: 

From &e C h l c i ~ o  Trilone, Qaptemlcr 2, 1945 

Newspapers in the Mails 
The post ofRce department recently published a cohprehenaive report on 

whnt it terms ita cost ascertainment system. Ily the drpnrtnienl’s own fiKtJrcS, 
obtained thru application of thie ayetern the ovcrnment, in the year eliding 
March 31, 1944, made a profit of 166 mihion iollars on its first class (letter) 
mall, but lost 98 millions handlin second class mail, which consista of news- 
pa era, magazines and other pubfications 

pt has been the contention of The T d b h e  for  many years tha t  the news- 
paper publisher, o r  any other publieher, hrs no r i  h t  to a subeidy at public 
expenbe in the distribution of his product. If nu& a subsidy exists a s  +he 
port omce report asserta, i t  should be wiped out by increasing second class 
postal rates. In princi le, the observatlons on this point by C. A. IIeiea, the 
e wid consdtant of t i e  department who prepared the report, a re  unexcep- 
Jonabla  

“The desire for  faflung ‘dimemination of information of a public charac- 
ter, or the r uirement t h a t  i t  be devoted to literature, the sciences, a r b ,  or 
mom, rpeclalynduatry,’ h e  sap,  “influenced at a n  early date the flxing of 
T A ~ S  materially b l o w  cost *. The purposes served originally by thle 
concernion in r a t a  to moilers of second class matter, when newspapers and 
rriodlcala were the  principal media for disseminating information a rc  now . n a considerable measure also bein served by other media, e.g., rahio broutl- 
casting and communication c o m p a h a  and moving plcture houses *. 
There would not appear t o  be material justification for  the continuation of n 
government rubsidy of t h e  present order. Rather, the approximate recovery 
ultimate1 of a sizeable ortion of the  cogts incurred by the postal service 
f o r  handgng this class o?mail should receive serious consideration.” 

The only question to be settled is the  accuracy of the department’s A p r e s .  
Hr. Heiss contends, in hie re ort, tha t  because of ita farflung operations, 
the great volume of mail handred, and the necesaity of s eeding t h a t  mail to 
ita desinations, it  is impossible for  the department to instbute n cost account- 
ing system such as  l a  used no extensively In privata business. 

Cost asslgnment Is a substitute for  cost accounting, based on sampling of 
tho mail handled at a selected list of post omces and the application oi postal 
coata to theae eupposed average aituations. Cost accounting in Ibelf is by 
no means the exact science tha t  many laymen suppose It to be. Coat ascertain- 
ment, obviously, introduces d i l l  more variables, which may distort the Anal 
anrwer. 

Accordingly, accounting representatives of publisherr may establish before 
Congress substantial ob ectiona to the supposed second class deficit, and to 
the  methods used in arriving at  the Agure. That  does not chan e the funds- 
mental fact  tha t  ubliahem a r e  not entitled to a free ride in &, mail cars, 
and should not as\ for it. Speaking for  ouraelvea, we don’t want it. 

Edllorirl from the N m U t  Evening New.--rsp+inted 
la the COtlgt8dJMl B a r d  of Mar 13, 1932 

Taxing Dispatches and Second-Class Mail 
I n  Ita search for new revenue the Senate Finance Committce favor8 higher 

8~ond-c lasa  mail rates a n d  propose8 fresh taxee on the tranemiselon of news, 
ouch aa leaeed wires, telegrams, telephone mcesagea, cablegrams, and radio- 
grems. 

The attitude of this news aper toward Increased postal rates was stated 
some time a 0. I n  July, 192f, when President Hoover advocated making the 
Post Ofice Ifepartment pay  its own way, the News said: 

“It  is said that if the  President were to carry out his idea of regarding 
the post qmce a8 a business institution, with the cost of each class of 
service borne by those who receive the benefits, he would incur the oppo- 
sition of every newspaper and magazine in the country. This newspaper 

. -- a 

would not objrct. I t  knows no rcnnon why lho pul4ic should be taxou to 
ita yoslugu billn, any mor0 tlian its tcleyhono, telegraph, and cable 

The Senate Finoncc Committee has  voted to go back to the  schedule of 
eocond-clam o s t d  rates of 1921. PostmaRtcr General Brown odvocatea the 
more reaionafle rutcn of 1926, which he eetimabe would brin in about the 
mame additional revenue. The Post Ofice Department s h u u l j  know better 
than anyone else. The Post Office Department faces a deficit. If it ie con- 
vinced tha t  one way to meet this deficit is by increasing the second-class rates 
ita wisdom should be deferred to and the newspapers und magazines ahould 
bear the cost of t h e  service furnished them. 

With an  iristitutiou that reliee BO much on instantaneous transmission of 
the news a s  the newspapers, the transmission taxea would be a heavy item. 
The  newpapers a re  no more anxious to take this tax than gas conaumerr want 
to bear t h e  burden of additional taxes on k s o l i n e  or  any other businem to 
bear the burden of what afiects it directly. u t  the same rule applies hen, a s  
to all other taxes. If Washington can demonstrate that  the pro osed t r m r -  
mission taxes a re  equitable, :t?y come under tbe head of thin s &at must be 
done. There can be no enthuaiasm about i t  because it woufd put a heavy 
burden on a product that  i s  sold ver cheaply. Still the tax roblem can not 
l e  solved if everyone ie to plead inagility to stand the gaff. \he newspaperr 
and the magazines must carry their share of the load. 

EX? 
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thii d century and open the door to tlioumiitls of pii1)lictitioiis 
which, with but little regard to their coiitributioii to 11~: public 
good, would seek second-class permits lili-gely because of the 
liberal governrnental subsidy but would luter oppose an increase 
in rates because of adverse financial rectctions. 

Economic coriditions a t  the time also hclp to explain the ease 
with which this one cent rate was adopted. The nation was recover- 
ing from the depression of the 70's and u spirit of optimism 
prevailed. Large modern industrial enterprises were being estab- 
lished, and there was general acceptance of the philosophy urged 
by bueiness interests that there should be governmental aid in 
foetering and developing infant enterprises. The policy of a 
high protective tariff had been in vogue f o r  some years and the 
national Treasury was in good condition. The public debt had 
b.pn reduced to $1,678,000,000. The financial condition of the 
Department itself was favorable during these years-in fact, 
cash surpluses had been shown in the fiscal years 1882 and 1883 
and the deficits of the other yeare were comparatively small. 

In  further support of the statement that  there waa no unanimity 
in Congrese as regards the low level of rates established after 
'1860 there follow a few excerpts from statementa made in Con- 
greesional debates, in 1874. 

One of these was by Senator Morrill (of Maine) : 
Mr. President, what ie the principle upon which we ou h t  to run 

the mails? Ou h t  we to run the maila out  of the Treaeury of t fo  United 
States, o r  o u g h  tha t  service to be predicated upon the idea of bwng nelf- 
supporting? One of the  two principles we muet  sooner or later adopt. In the 
be mnin this branch of the service was self-su porting and i t  was designed 
tok selfsupporting. T h a t  feature was r e t a i n e l i n  th i s  branch of the service 
down to 1816, I think, without a sin le exception, and it continued chieHy 
from t h a t  time down to 1867. Since tgn t  period we have departed from the 
idea of ita being self-eu porting and  we have relied upon making appropria- 
tiopa sufficient to meet t\e demands of the service, so that the a p  ropriations 
for deficiencies range all the way from three  to five million doIrare a year. * * * * * * *  

I do not see upon what princi le I t  is pofd,.de for us to conduct the service 
in t h a t  way. If we intend to m a t e  this service entirely free, very well; let us 
curtail the eervice down to the absolute needs of the  people, and run i t  in 
tha t  way out of the Treasury of the United States, as you do the  Army and 
Navy precisel[. Call i t  a n  establishment in t h e  interest of the people, for the 
educqton of he people, and make i t  a n  a p  ropriation absolutely from the 
Tnarury a t  large, and  there may be eome fustice i n  that; but what sense 
or jurtice is  there in running the mail8 at  a n  expense of thirty millions to 
float seventy-nine hundredthe of newspapers and pamphlets tha t  pay a mere 
f rwt ion  of the cost of the  service? 

Another waa by Senator Morrill (of Vermont) : 
Under these circumstances i t  I s  apparent t h a t  the  Post OfRco Department 

b a n  expensive institution and t h a t  i t  ought to bo brought back to the original 
plan.of the institution where i t  was kept for  something like threc-quurters 
of a century as a self-austaining establiahrnent. - 

NOTE: The reference above to conducting t h e  postal service for the public 
on an entirely free basis, meeting the cost f rom the United States Treasury 

is done in the  case of the Army and Navy suggests this brief comment- 
the Army and Navy, also the Department of Agriculture, and Treasury be- 
partment and numerous other governmental departmenta and agencies a re  
maintained in the Government'e rouereign capacity, while the  Post Ofice 
Department is a government operated 8 ~ r W i C s  mtsrpn'ss. The Depnrtment 
h.8 0 monopoly in reapect of first-class mail but the greater part  of ib ex- 
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penditurca aro in connection with other classes of mail handled and aocvicb. 
yerforinod in conviderablo meauuro under compctitive conditions and for  
organizations or iiidividuuls operating with a profit motive. In view of thie 
funtlumer~tal dietinction it would appeur reasonable for the Department to 
recover i t  costa. 

Another wae by Senator Sherman (of Ohio), who in 1874 
offered the amendmerit to an Appropriation Bill requiring pre- 
payment of second-class postage : 

a i r ,  publlshere of newspapers a r e  like all other men. They are governed 
in the main b their interests. They a r e  generally honorable men, engaged 
in a n  honorabre calling. I h a v e  not one word to say against the public prean 
1 believe the public prese of our day and  eneration 18 stronger better, and 
purer than i t  has been in former times, akhough it is still subject to grea t  
abuses. The public presu is n grent power in this country. N o  public man 
would seek to engage in a contest with them. The danger is not tha t  we would 
do anything to s ib them, but the danger is t h a t  in fear of their power we 
will not do our Jut, to the oountry. 

Now air, when the neikepaper res8 woe called upon to prepay their porta e 
the complained n tfreat deal a L u t  i t ;  but public sentiment had gmdual7y 
sa Lveloped ikelf t a t  it was felt to be the  Axe? law that they had to pre ay 
their postage like other people who use the ublic mail. The I'ostmaster &n- 
erd has for yeare requested ua to paes a k w  requiring newepa e r  o s h  e 
to be pre aid, arid public opinion has so developed itaelf that  finafiy t i e  put-  
ishers o f t h e  country have been compelled to yield to that  public sentiment. 

t u t  while ielding they deinandod a reduction in the rate of postage. Why eo+ 
Why shoufd the amount uf postage, now totally inadequate, be reduced? No 
good reason can be given for it. 

Why mir, if  this question is looked upon as i t  0ffect.a the public a t  large, 
there is no rewon why tho newspaper press should not pay the whole cost 
of carrying their muil mutter. The general distribution and dissemination of 
newspayera throughout the country is undoubtedly useful; no man would 
desire to interfere with that.  but 18 i t  unjust to charge them but one-fifth 
of the cost of the  labor done !or them? 

The debates in the House of Representatives a t  the time of the 
paasage of the aot of March 3, 1879 which, a8 previouely stated, 
dealt primarily with claseifica'ion of mail matter and abuses of 
the second-clam privilege, also contain statementa of interest by 
memberb of the Post OMce Committee regarding second-clase 
rates in general. One was by Representative Cannon (Illinois) : 

e First ,  as to the matter of revenue when compared with the  ex- 
penditurea which this matter involves, 1 will sa that the  ra te  on both cl.~m 

newspapers and periodicals) is  too low, but apprehend you cannot ra im 
t i e  postage in thia country. . , , , 

Other statementa were by Representative Money (Mississjppi), 
h vigorous exponent of low aecond-class ratea for the disseminac 
tion of useful kmwledge for the public oood and to promots 
conrmunication, who when explaining the proposed classification 
featurea and discussing the abuse of privileged rates when ex- 
tended to publications of doubtful right thereto, said : 

I t  does keep from the malls a va8t bulk of matter which would go a t  the 
Ptiviltged rate, arid which is made UP simply of ndvertising concerns not 
intended for  public education. We know the reason for which PO era 
allowed to go a t  a low rate of postage amounting almost to a franking 

rivilege, is because they are the most edcient educators of our  people. I t  is 
Lcause thef g o into general circulation and are intended for the diseemina- 
tion of use u knowledge such ns will promote the  rosperity and the bsat 
interests of the peo le all Over the country. Then all ttis vast mass of matter 
le excluded from &at low ra te  of postage. I say, * i t  is for the 
protection of the legitimate journals of the country. 

* * * * * * 

http://pofd,.de


l i  

I think it WM a foolieh law that reduced the rate upon news- .. cenb a pound, because that matter ie cerricd nt a dead loas to paperR 
the Government. 

+ + + + * + *  
It ia.not expected that the oetnl eorvlco ahoult! bo a aourco of rcvcnuo, 

but it 18 expectod th.t i t  rhouh be adrninietorcd upon sound buaincav yrin- 
ciplm 80 a8 to be as small a t a x  an poauible upon the revenue8 of the Govern- 
ment, while at the 8ame time fulaishing such facilities as will meet the 
approbation of the people. 

AB hearing somewhat on the consideration given to the estab- 
lishment of low pagtal rates, it is of interest to mention that 
practically every change in postage rates made during a period 
of about 20 years, prior to and including 1886, became law by 
means of an amendment added toward the end of a Congressional 
session to a Post Ofice Appro riation Bill following a compromiae 
reached in the final hours of %e seasiona. 

The Congress, however, while providing low second-class rates 
and even “free in county” service, at a time when economic and 
social conditions justified such aid, has a t  no time established 
f o n d l y  a policy that publications of the second-claaa should be 
carried in the mails without regard to the cost of handling in 
recognition of contributions which publications might make tu 
public education and welfare, national development or  any other 
contribution to the public good. Only a limited number of mem- 
bers of Congreas streesed auch a policy or gave the matter more 
than casual consideration and there ie nothing to indicate that the 
public at large, other than those who had a.special interest in the 
matter, seriously advocated preferential Second-Class rates a t  
the expense of usere of other typea of mail or the Treasury. 

Incidentally the Congress, having a somewhat similar desire 
to encourage national development, gave aid and encouragement 
through land grants to certain railroads conatructed in the out- 
lying and sparsely settled areas, The aid to these, however, if 
figures stated recently i n  Congressional debates are correct, has 
been more than repaid through reduced rates on paseenger and 
freight transportation performed to date for the  government. The 
subsidizing of the railroads ceased when there was no longer any 
occasion to extend aid. 

When the Congress after 1860, by way of encouraging dis- 
tribution of reading matter, began to grant newspapers, and to a 
eomew hat lesser ex tent, magazines and periodicals preferential 
rates of postage in view of the then development of the United 
States and the prevailing social and economic conditions, it 
obviously did so expecting that in return for euch rates, the 
publications would perform an important and then necessary 
service to the country by way of aid in the dissemination of public 
information and worth-while printed matter of a broad eduoational 
character. 

The eituation in the case of the emaller newspapre, serving 
largely rural populations, including those in outlying and aparaely 
settled areas, called for such assistance. The wtabliahment of 
“free in county” service in 1861 waa a step in this direction, 
These small newspapers met a real need by binding together rural 
communities and making available to them more conveniently 
located printing facilities. Not all were meeting their costs and 
there was also need for an increased number of these publications, 
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.‘hen there were other factors, of nationwide importance, for 
Borne years following 1860 which gave support to preferential 
second-class rutcs for a t  least the worth-while type of publication. 
The States and Territories contained many sparsely developed 
areas, and 8 large immigrant populntion. The count y was con-’ 
fronted with internal reconstruction problems follo iy the Civil 
War. Travel was slow and cornmunicatior~ facilities were very 
limited. The Post Offlce performed only limited service in con- 
trast with the scope of service now given-there waa but little 
carrier delivery service in cities and villages and no rural delivery 
service. The number, size, the general character of reading matter 
included and the amount of advertising content were also factore 
in any consideration of preferential rates. 

Discussing some of these factors more fully-the Nation w u  
then still relatively young with extensive unsettled frontiers. In 
1880 the population per equare mile of land area in the con- 
tinental United Staha was 16.9 pereons compared with 44.2 in 
1940. The area weat of the Mississippi river contained only about 
22 percent of the total population of the United States in contraat 
with about 81 percent in 1940. Since 1880 the population in that 
area increased about 5.6 times, while for  the remainder of the 
United States the increase was only about 2.4 times. 

Immigration from foreign countries wa8 heavy during thie 
period and there wae a real need for disseminating worth-while 
information, especially to thoee who settled in these outlying 
arid undeveloped areas. I t  was necessary to inculcuate American 
ideals into the great numbers who were arriving from foreign 
shores, to avoid the formation and perpetuation of nationalistic 
or sectional groups. The Census statistics of immigration during 
the years following 1870 give some indication of the number 
arriving and the importance of this problem. In the period from 
1871 to 1890, alone, the number of immigrants arriving from 
other countriea was 8,069,000 or 12.8 percent of the total popula- 
tion in 1890. In contrast immigration during the past 16 years 
has been relatively nominal and the absorption of the small 
numbere now arriving does not present a serioue national problem, 
aleo as regards those who came aornewhat earlier the military 
personnel list8 in World War I1 hear much evidence that their 
Americanization has not been neglected. 

Many from the Eastern States and millions of those who had 
migrated to this country moved into the sparsely settled areas 
of the West and there was need fo r  the nation to weld these 
various population elements into a cohesive national entity, fully 
organized within ita bordera. 

Following the Civil War the nation was confronted with the 
necessity of reuniting its people in a common national program. 
Economic and eocial conditions throughout the country a t  ‘that 
time were also a t  low ebb. 

Railroad and telegraph facilities were limited ; there were no 
aeroplanes, no automobiles, no super highways and travel by any 
means, even between local communities, was slow ; and there 
were no telephones, radios or moving picture houses, All of these 
are  now material instrumentalities in disseminating information. 
There were few libraries of any eize in rural communities to 

C 79 I 

w 4  



which m e  could be had for  information and it was necessary 
to depeltu upon newspapers and other publicrrtiona. 

All of these factors gave justification during a period after 
1860 for the Congress to encourage through low second-class 
rates, the semination of worth-while information through 

self-contained communities then existing. Rapid increases in 
population and changes in area distribution, auch as were then 
taking place, were very important factore in national development 
and called for special consideration by the Congress. 

In contrast with about 12,400 newspapers and nearly 12,000 
magazines and other periodical publications, which in 1944 had 
the benefits of the second-class mailing privileges, there were 
in the United States in the 70’s lem than 6,000 newspapers and 
except for a relatively small number of city dailies these were 
generally small in size and for  the moat part publiahed weekly. 
Periodicals, including magazines, then published were less than 
1,000 in number and for the most par t  served only limited sections 
of the country. 

The reading content of newepapera was not materially different 
from that appearing in those now iaeued except that  ita amount 
arid scope were limited and relatively more apace waa given to 
mattere of local interest. Advertising content in newspapera while 
quite material in amount, wa8 generally less in volume and of 
a different type than a t  present and aa a rule confined to the 
back pages. I t  was in the main comprised of local bueinees and 
legal announcements and noticea of coming events, to inserts 
commonly designated as  “claasified” matter and to a liberal inclu- 
sion of patent-medicine and nostrum advertieementa. There were 
no full page newspaper advertisement8 88 at present, until 1879. 

I n  the case of periodicals, other than magazinea, a sheable 
ortion were of a religious character, other8 were of the literary 

fype or organa of reform. A lfmlted number only gave eome apace 
to the arts and sciences. A few compared favorably with the 
present day, better type of periodical.. 

Magazines, estimated at lesa than 60 in  1879, in general 
devoted their pages to a greater extent than at present to serioue 
matters of public interest or of an educational character. The 
profit motive was subordinated t o  a desire on the part of the 
editora and publishera to render the high type of public service, 
contemplated by the 1879 statuta, 

Fiction, mystery and murder talee; “terror” storiea; “true” 
storiu; “short” storiea ; “confessions” ; “funnies” ; “frisky I fa-. 
bles”; Aght and other exciting, and not 80 exciting, “comics”; 
crossword puzzles, and tales of love and  romance, to mention 
only aome of the types of matter that are now contained in vary- 
ing quantities in publications which have a second-class permit 
did not appear, or were a t  best given but limited space, in second- 
class publications of the 70’s. 

I t  was not until after 1880 along with the new era in busi- 
n-8 expansion, then beginning, that commercial advertising in 
magazines and other periodicals, particularly the better type of 
magazine, began to assume material proportions. Some of the 
better magazines earlier refused commercial advertising, Other 
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newspapers lr nd periodicals, particularly to the many largely 

magazines confined their inserts to announcements of books 
printed by thcir publishers. A few recognized the revenue pro- 
ducing possibilities of advertising, but auch advertising matter 
aa wag included prior to 1880 was generally of a local and classified 
character and limited to a few back pages or the covers. In some 
publications advertioing was printed on colored paper so that 
the reader, if he desired, might readily ignore it. I t  was not 
necessary to search for the reading matter among the advertising 
content a8 ie now ao frequently the case with the exception of a 
limited number of publications. A few advertising agencies had 
been organized and these were exercising a good influence in 
placing advertising matter on a more ethical bash than had 
previously been the general character of some of this material. 
These agenciee were also later, with the increasing industrial 
expansion, a strong influence in developing national commercial 
advertieing which previously had been practically absent since 
communitiee were to a coneiderable extent self-contained. 

C6nfronted with the important economic and eocial conditlona 
throughout the Ufiited States-of which mention has been made 
.In this eeation of the report-during a period of years after 1860, 
ag well as  the general character of periodical matter publiahed 
during that period, i t  would appear reasonable to  aesume that 
when the Congreas in 1879 defined second-clase matter and con- 
tinued the preferential rafes thereon it did 80 from the viewpoint 
of conditions then confronting it, and the character of the publica- 
t ime issued a t  that  time. The Congress obviously could not have 
ibtended to foreclose. later changes in rates of postage which 

r bight  be ‘Pound duirable under eubstantially changed economic 
‘dttd aocitil tonditions, br to meet changes in the type or class of 
;publication which could qualify for a aecondclass permit under 

he broad and undefined termifidlogy of the governing statutes, 
’both problem8 which would later confront i t  in  a growing and 
dynamic country. I t  could not foreaee that from a few thousand 

- second-class publicatiopd In lfI’l9, the number would increase to 
upwards of 24,000 in 1946; ttlat the number of pieces mailed 
would be multiplied 8 flmk, that  the average weight of theee 
pi&& would increaae at leaat 8 t i m a  and that the total weight 

* presented for handling Would be lhcreased about 20 times. The 
last two of them Increaaea hah.been Influenced by the extdnsive 
ftlcludon of advertieing rnsttBf,’ khlch from but a relatively small 
volume Ih 1879 increaeed t4 apfpxfmately 60 percent of the total 
poundage of this class of mail preaented for handling in the 

’ Aacal year 1944. Most certainly the picture presented to the 
Congress in 1879-67 years ago, waz a very different one from 
that now preeented. It waa a situation which then doubtless 
justified some measure of governmental aid to  newspapers and 
the better type of periodical to stimulate greater development 
and distribution. Such aid, however, has no longer the eame 
j uutiflcation. 
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petitive commercial enterprises tha t  also supply very essential 
“public necessitiea”, equally as important to the public welfare’ 
as those served by the publishing industry, viz: the grocer, the 
butcher, the clothier, the general merchant and the druggist, to. 
mention only a few. These cannot depend upon governmental 
subsidies. To remain in business, they must adjust operations to 
meet their necessary costs. 

Contempmaw business practices in‘ the publishing industrg 
t 
1 

I 

I 

From a desire primarily for advertising content, various cfr- 
culation and sales stimulating procedures have been developed 
by advertising and circulation managers and the one time desire 
of the editorial staffs and those responsible for content ha$ in. 
the case of not a few second-class magazines and periodicals 
become subordinated in importance to the operation of the enter- 
prise from a commercial o r  profit viewpoint with the subscriber 
a customer. For these large circulation has become an important 
goal and aside from eome stimulating content in the form of 
editorial text and serious articled, there appears to be the objec- 
tive, briefly stated, of “selling” advertisers a list of potential 
purchasers of their products and, through liberal content o i  
fiction, stories and other matter, to entertain and amuse. Others, 
with much the same commercial or profit motive and with much 
advertising, have inclined toward relieving readere through pic- 
tures and condensed articles, of t h e  necessity of exerting them- 
selves to peruse more detailed and informing presentations. 

The reading public is studied to ascertain what i t  wanta-what 
will sell-and the results influence the  “tailoring” of the contenta 
of these publications. The more attractive and appeding thq 
greater the circulation and aalee. Here, however, one may very 
properly ask whether comic strips, Action, storiea of love ,and 
romance ; myetery, detective and murder tales ; propagands. and 
so on, that for the most part were not contained in publications 
in 1879 were in the mind of the C o n  esg when i t  enacted the 

greae had a different conce t of the  type of publication which 
contributed to the public goox, bound a country together, increaaed 
ita intellectual level and thua called for some encouragmenf. 

While such objectives and trend8 produce publications good to 
look at, contain 80me aerioud, informative, intereating and other- 
wiee good readable material along with amueement, entertain- 
ment and eatiafaction for  a variety of tastes; also reduce Bus- 
tained reading effort, they do not justify the continuation of 
preeent aubsidies through the medium of preferential rates. 

These publication8 have voluntarily chosen a Aeld of competl- 
tive industrial endeavor in which to operate and should therefore 
a s ~ u m e  the related riska. If their roduct is good or desired, the 

versely, if not desired, the risk La theirs since the have not been 
requested by the Government to enter this field. q h e  situation is 
not different from that of the grocer, the merchant, the manu- 
facturer or the bueiness man generally. 

For newspapers and also for publications devoted more de& 
nitely to good reading matter or to a particular induatry or field 

I 1‘ 
I 

second-clase atatute and subsidized pu 6 lications? Doubtlesa Con- 

public will buy and they are  entit P ed  to any profit realized. Con- 
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this trend away from earlier standards is present in lesser degree 
since the new8 features, editorial8 and substantial articles gener- 
ally continue to predominate, although ,some contain stories, f u l l  
page comics, quite extensive advertising, sport and society items 
or other similar matter earlier not included. While meeting more 
definitely the purpose uppnrently contemplated by the 1879 
dutute  they are tl part of a “class” now entitled to the low 
second-class ratea. However, since there is no material difference 
in the cost of handling by the Postal Service aa compared with 
other periodicals and there, furthermore, appears to be no euf- 
ficient basis otherwise f o r  a special exception in their rates of 
postage, none is proposed, except for the smaller newspapere 
and Ytrictly non-profit publications discussed earlier in this Report. 

. 

- 

Analysis of tppkcal Second-Cbs  publications 

several representative second-class publications : 

1. NATIONALLY DISTRIDUTED MONTHLY MAGAZINE 
containing 178 pages, issued May 1946, circulation-about 4,206,000 (1944). 
Reading matter. Percent of contmt 

Editorial text _________--____-________________________ 2.96 
Article8 of general Interest ___-_______________________  16.66 
Fiction and pictures, etc ._______-____-_____-___________ 21.48 40.98 

IIouseffold ar ticlee and appliances ____-_ _ _ _ _ _ _  - --___--_ 14.1 9 
Foods ______-_______ _ _  _---___ _- --__----- _ _  -- __-_-_-__-_ 12.60 
Toilet articles, cosmetics and eoap _____-_.____________ 14.32 
Clothin and shoes-: _________-________________________ 6.76 
Automo%lles _____-____-_--_- - ---_--_ --_--_---- -__-_-__ 1.69 
Miecelltineous items ___--_____--__-____________________ 10.66 69.02 

TOW content _ _ _ _ _ _ _ _ _  - -_--- -- ------- ---c----------_-_---__________ 100.od 

containing 160 pages, issued May 1946, circulation-about 2,212,000 (1944). 
Percent o/ conlent Reading matter. 

Editorial text ___----__----_-------------- __-_-________ 1.04 
Articles of general interest __-- - __-____________________  6.88 
Fiction, miscellaneous etoriee, etc.------- ____--________ 42.76 50.68 

Toilet articles, cosmetic8 and soap-, __-______-________ 17.81 
Foode __________--  ---__--- _-__ ---_-- _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _  7.92 
Household articles-------------------- -------_-______-_ 4.16 
Winee beer and Boft drinks------------- -_____________ 2.61 
Miscellaneous items----------------------------------- 16.82 49.32 

Total content------- _--- ---_ -- ----- - __-_____________________________ 100.00 

There follow condensed analyses of the type of content of 

- 
Aduerlirin matter. 

- -  
2. NATIONALZJY DISTRIBUTED MONTHLY MAGAZINE 

- 
Advertising matter. 

- -  
3. NATIONALLY DISTRIBUTED MONTHLY MAGAZINE 

cireuttion-aLut 9,ooo,ooo (1944). 
containin 172 pa es, Issued February 1946, 

Percent o/ content Reading matter. 
Condensed articles of general interest and some origi- 

nal jokes--s------------ --_- - -_______________________ 92.00 
Anecdotes and jokes -------------------- -__-__________ 7.00 

Advertising matter ------------ -__-______L_________________ 1.00 

Total content---- ---__ -- ---- --- _--_ - _-______________________________ - _ _ I  

100.00 
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ATIONALLY DISTRIBUTED MONTHLY MAGAZINE 
contdnlng 196 pages, issued March 1946, circulation-about 2,026,000 ( 1044). 
Rsadhg matter. Percant of content 

Editorial text _______,__________________-__-_-__---_,__ 1.02 
Fiction ____________________________________________-_- 38.36 
Articles of general Interest __________________-_-- -_-__ 14.37 
Merchandise article!, _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _  1.96 
Pictures, etc .______________________--_____,_-_---_-_-_- 2.04 67.14 

A dvertising matter. 
Toilet articlea, 
Whiskey, wlne, 

cosmetics and soaps _-___________--__ -- 
beer, and cigarettes __________.______-- 

Food and candy ____________________-___ ____-___ -__--- 
Clothing __r__________________---___--_-_,,-----_-_---- 

Schools and motion pictures _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _  -- 
Automobilee and transportation _____________-___-__ --- 
IIoueehold articles and radios ___________-_,_____-__ --- 
Miscellaneous items _______________,_-___---_---- ------ 

12.92 
9.43 

2.13 
3.23 
2.04 
2.21 
8.77 42.86 

.------- 100.00 

2.18 

-- 

6.  NATIONALLY DISTRIBUTED WEEKLY MAGAZINE 
containing 96 pages, issued October 13, 1946, 

circulation-about 2,801,000 (1944). 
Reading matter. ~ s r c e n t  d/ aontmt 

Editorial text _,_____,_______________; ____,_________ --- 3.82 
Articles of general interest ___________,__________,-_-, 19.96 
Fiction ,__,_____________________-_-__-_-_,__--,-_--_ --_ 17.34 

' Cartoons, e k  ._____________________,__-__-___- 1 ___-_-__ 4.46 46.67 - 
Advertiring matter. 

Whiskey, wine and beer ,________________ - __-________ -_ 9.77 
Automobiles, tires, services and appliances ______-___-_ 14.97 
Clothin and shoes _____________________--___-_-____--- 3.62 
Cosmetks, cigarettes and tobacco _--._-_-_--_-_-_----_ 6.34 
Diesel engines, railroad service _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _  4.16 
Miscellaneoue items __--________________----- - --_______ 16.67 64.43 

100.00 
. _ _ _ -  

Total content ___________________--,___ a ___-_______ --_-___- _ _ _ _ _ _ _ _ _ _  
6.  NATIONALLY DISTRIBUTED WEEKLY PERIODICAL 

containing 108 pages, iseued April 9, 1946, 
circulation-about 1,091,000 (1944). 

Reading matter. Psrcsnt 01 oontent 
Editorial text ______________________,_____-_-_-___----_- 2.16 
Articles of general interest ___________________________  94.88 37.04 

62.96 

100.00 
- 

7 .  NATIONALLY DISTRIBUTED W E E K L Y  (PERIODICAL 
containing 124 pages, h u e d  April 2, 1946, 

circulation-about 3,746,000 (1044). 
Reading matter. Percent of conten't 

Editorid text _-______________________________________- 2.42 
Pictures with t e x t  and covcr __________-_____-_________  46.97 48.39 

13.30 
10.08 
6.06 
4.04 
2.42 

14.92 61.61 

-----_-- 100.00 
- -  

8. NATIONALLY DISTRIBUTED WEEKLY PERIODICAL 
containing 116 pages, issued April 7, 1946, 

circulation-about 3,393,000 (1944). 

Editorial text ___---_______- - -_____--_-________-_______ 1.04 ' 

Article8 of general interest _-_-________-__-____________ 19.00 ' 

Fiction _-- -_--__-__ --_---_---- --___ --_- -__-_-_________ 18.86 
Carbons,  etc. --_- - _----_--- - --_--__- - - - - -_____________ 6.03 

Percent of content Reading matter. 

44.83 

0. NEWSPAPER-CITY DAILY 
containing 30 pages, issued October 10, 1946, circulation-about 160,000. 

Peroent o column 
inalsr Reading mutter. 

News, local and national, editorial features, picture8 
40.21 

69.79 

100.00 
- 
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10. N E  W S P A P E R - C I T Y  DAILY 
containing 32 pages, issued April 6,  1946, circulation-about 450,000. Percsnt o j  column 

Reading mutter. incher 
News, local and national, editorinl features, picture8 

and other _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ - _ _ _ _ _ _ _ - _ _ - - _ _ _ _ _ - _  GD.90 60.00 

Aduertuing matter. 
Department stores, clothing and general merchandise- 
Clussified _ _ _ _ _ _ _ _ _ _  _ _  _____________________-__ - -  _ _ _ _ _ _ -  
Arnusementa, books end magazine8 ____,_____--------- 
Beer, whiskey _____________________-_-_-_______-- - -___-  
Banks finance _______________________-_____-___--____-_ 
Miscellaneous items ____________________-__-_-__-_--___ 

10.84 
11.64 
4.81 
1 .SQ 
3.49 
8.03 - 40.10 

100.00 
c__ 

11. W E E K L Y  NEWSPAPER 
containing 8 pages, issued January 4, 1946, circulation-about 680. 

Percent of content 
36.36 
6.74 
7.00 

2.91 
2.18 

14.64 68.71 

16.79 
3.92 

, 4.46 
, 6.13 31.29 - -  

Total content _ _ _ _  ____________________-_-____-__-__-_--_______-______ 100.00 

12. WEEKLY NEWSPAPER 
containing 20 pages, iseued February 14, 1946, circulation-abou t 6,700. Pa rcen t o i  

31.38 
1.26 
2.76 
2.96 
2.83 
3.68 

content 

44.86 

14. NATIONALLY DISTRIBUTED MONTHLY DETECTIVE MAGAZINE 
containing 116 pages, issued May 1946, circulation 107,000 (1946). . .  

Porosnt of oortmt Reading matter. 

Advertining matter. 
Practically 1111 detective stories and cornmenta on crime 81.00 

16. UNIVERSITY BULLETIN OF INFORMATION 
containing 220 yagoe, hued March 1046, circulation--about 7,700 (1944). 

Reading matter. Poroont of oorknt 
100.00 

Advettiring matter _ _ _ _ _ _ _ _ _ _ _ _ _ _ - _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _  0.00 

Total content _____-_____ 1 _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _  -_-- __-__ -_-___- ____-_____ 

Deecription of course8 of instruction and general di- 
rectionrr for rrtudentrr ____-__--______- --__-_--_-__-___ 

- -  
100.00 

Mention has been made of the more aerioua reading cbntent of 
many earlier secondclasa periodicals in their endeavor to comply 
with the spirit of the “fourth condition” defining this clam of 
mail In the 1879 Act in comparison with many now isaued under 
that statute. There follow8 a list of aome of the earlier general 
magazines and periodicals which, for one reason or another, have 
been discontinued or merged over the years. No further comment 
is offered regarding ‘the quality, or otherwise of these publica- 
tions. The readers of this report can judge whether or not they 
,contributed on the average mme enuinely to the public good 
than many favored present day puflications which the public fe 
urged to buy-particularly those in which comic strips, Action, 
nlyatery and other atories, miscellaneous pictures, advertising in 
mundance along with other sales features are liberally included. 

Review of Review8 Scri bner’a 
World’s Work Out look 
Century Youth’8 Companion 
E very body ’a 
Munsey’a System 
Colderi Book Science and Invention 

, ,  Leslie’s Weekly Forum St, Nicholas 
Delineator 
Literary Digest A r b  and Decoration 

Current Opinion 

McClu te’a 
American Boy 

, I  

I ’  

Comic atripe in particular, have become a very important &It& 
feature in recent years for many newspapere and periodicals. It 
haa been eatimated that over one-half of the total population 
now regularly “read”them. The better comic ar t isb are com- 
pensated on a par with movie stara and publications which feature 
them extensively spend considerable auma for this product. They 
likewiee attribute to their publication a substantial art of their 
income. Comic strips are a ‘commodity” in the publi&er’a market 
and if large 8uma can be paid for their production i t  should be 
possible to pay the coet of their handling in the mails. 

Increase in Advertising Content since 1879 
I n  the section of this report entitled “Identical Charge for 

Advertiainy and Reading Portions of Second-Class Publicatlone” 



I mentioil .nade of the general character of ntlvcrtising contcnt 
in this cltrbj of publication and the clove iiilcrrclation untl iritcr- I 
dependence between advertising and rending contcnt-to the ex- 
tent of justifying the same rate of postage thereon. 

Much advertising in these publications is of high type, contain- 
ing informative and instructive “reading” matter, but much also 
contains “propaganda” material. It brings to the uttentiorr of the 
public the things it can buy and where they are available. There 
is also the “classified” matter which serves an excellent purpose. 
Over-all, advertising renders a useful service in our national and 
local economic life. 

Advertising content in second-class publications is, neverthe- 
less, of direct interest to the Postal Service, particularly as regards 
ita increase since 1879. Prior to 1879 when this class of mail, 
with its low preferential rates, waa defined, there waa little 
advertising of the type now presented worthy of the name. There- 
after, during an era of industrial a n d  business expansion which 
brought to this nation in less than three quarters of a century more 
of material progress than had been experienced in thousands of 
years prior thereto, commercial advertising, local and national, 
in newspapers and periodicals developed rapidly. Publications and 
newspapers of the religious type no longer afforded the .important 
advertising media. 

Between 1880 and 1946 total advertising revenues of news- 
papers and periodicals are estimated to have increased from about 
$40,000,000 to about $1,000,000,000, or  26 times. Of the last 
mentioned amount, magazines and periodicah received about one 
third since they are fewer in number t h a n  newspapers. Them 
revenues not only reflect the overall growth of advertising volunie 
in publications, but they point to the  increase in the number of 
publications now carrying advertiai ng content, their eize and 
the extent to which advertising ie contained .therein. From a 
small number of publications to many, from small publications 
to those several times their former average weight, from little 
or  no advertising content one now finds in some no advertising 
and in others upwards of 70 percent, with many of the large 
publications within the range of 36 to  70 percent. Such advertising 
content presenta large volumes-in the  kca l  year 1944, about 
604,000,000 ounds-to be handled by the Postal Service a t  much 
lees than selfsustaining rates of poatage. only about 63 percent of 
this volume was carried a t  r a t a  higher than for  reading matter. 
No such advertising volume existed in 1879 and the develop- 

ment to present proportions obviously could not be foreaeen by 
the Congress when it enacted the second-clase atatute. The inclu- 
d o n  in publications eince 1879 of thie large advertising content 
calla for special coneideration in connection with second-clasa 
rates. Advertising in publications is definitely a commercial un- 
dertaking with a profit motive and one may therefore readily 
ask whether this type of matter diaseminates information of a 
public character or  is devoted to literature, the sciences, arts, o r  
some special industry. The problem presented is not one of debar- 
ring advertising from publications but  rather one of the rate 
of postage which should be paid thereon in  view of the volume 
which has gradually come to be placed in the mails for handling. 

While advertising content i n  publlcatlons eince 1918 has been 
paid for at zone pound rates, which f o r  t h e  longer haule are higher 
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Ymfi rates on reading content, these rates produced in the fiscal 
year 1944 only about $13,300,000, or $6,700,000 more than if this 
matter had been handled a t  the regular flat reading matter rate 
oP 1% cerits per pound. Advertising content, in the fiscal year 
1944, coiitributed about 39 percent of the weight of all second- 
clnse mutter and it Was thus  clearly respousible for a considerable 
portion of the  deficit on publishers’ paid second class mailing8 
amounting to upwards $100,000,000 for  that year. The result of 
this situation is that the Government is subsidizing exteneive 
quantities of advertising matter when its original purpose, under 
then prevailing conditions, was doubtlese to subsidize reading 
mutter along with orily incidental advertiuing content. 

For those publications which have gone extensively into the 
carrying of advertising, a large circulation and the largest poe- 
sible list of subscriberv is desirable, eince the larger the circula- 
tion the more can generally be charged for advertising inserta. 
Circulation gives the  advertiser an opportunity to tell a widel 
distributed public i n  print about his products instead of througg 
salesmen, in fact the publications in which he advertises sell him 
a potential list of purchasers. 

It is aasurned that advertisera should be willing to include in 
their payments to publishers their fair proportion of the full cost 
of postal service for copies handled in the mails. They would, ob- 
viously, have no occasion to expect governmental aid in this matter 
and doubtless would not desire it. 

Subscribers to publications with large advertising content may 
receive somewhat lower s u  scription rates as  the result of the 
inclusion of advertising, bu perhape they ehould becauae of the 
inclusion of a type of matter in which they may not be interested. 
Very few readers buy a publication merely to obtain ita adver- 
tising content, These views are further emphaeized by the fact 
that in recent years a number of publications have come into the 
market which contain substantial reading matter, with little or  
no advertising, and sell readily for a price as high as 26 to 36 
cenb per copy. 
The Congress in the“ 1879 statute recognized the inclusion of 

incidental advertising in second-class publications but i t  also ex- 
pressed itself definitely that publications devoted primarily to 
advertising were not to be entitled to second-class rates. This ac- 
tion by the Congress would appear to indicate that i t  had in mind 
as  regards preferential ratea for second-class matter LL type of 
publication which featured worthwhile rending matter with ad- 
vertising an incidental feature. In any rate revisioll for this claw 
of publication a reasonable advertising content should be per- 
mitted by Congress but such content-because of a close inter- 
rdation and interdependence with no difference in the cost of 
handling by the post oftlce should be taken together with the read- 
ing portion and the same rate of postage applied to both. The 
inclusion of incidental advertising, no doubt recognized then, as 
now, that because of its better revenue aspect6 i t  might be helpful 
in meeting the cost of original copy. 

Emphasis ‘is placed by some publishers upon the advertising 
service rendered in recent years to the Government in the case 
of bond issues and other war and fiscal activities as a measure of 

I 8 6 1  

P 

b 



juatiAcation for low second-class. ratea. No one questions that 
second-class publications performed a n  outstanding and appre- 
ciated service for the Government in this respect and that they 
helped to un i t e  the country behind a common cause by bringing 
to the attention of their readere, without direct cornpeneation, the 
financial and military requirements and other responsibilities oP 
the Government. However, other organizatione, other news dis- 
tributing media and rnilllons of private citizen8 likewise performed 
similar patriotic services in this great emergency without direct 
cornpensation. I t  may be said, however, that while the publication 
of such information was a valuable and appreciated service and 
helped materially to atimulate the intereat of the public, the under- 
taking waa inseparable frod the field in which the publishing in- 
duatry has elected to function. The public expects these publica- 
tiona to disseminate information of a public character and if they 
had not published the particular information referred to there 
would have been criticism and in all probability a reduced demand 
for their issues. Consequently advertising and subscription rev- 
enuee would have suffered. Doubtless, however, if the Govern- 
ment had paid for  advertising apace devoted to its purposes a t  
regular commercial rates and the publishera during thia period 
had paid self-sustaining r a t a  for handling their publications in 
the mails, the Government would still have been very substantially 
the creditor. 

The inclusion in second-class publicationa since 1879 of exten- 
eive advertising (without regard to other matter included) has 
changed BO materially the character of many publications of this 
claas that there no longer appear8 to be any basia for rates of 
poetage thereon ultimately lese than at a substantially self-sus- 
taining level. 

Extent to which the Report io  intereated in 
Sewnd-Class publications 

The foregoing paragraphs of this section contain comments re- 
garding certain aspecb of some present day second-class publi- 
cations but theae should not be construed as applicable to all of 
the vast number of these pubiicatione. It ia unfortunate that under 
existing statutes the censorship feature interferes with the aepa- 
ration of the “wheat from the chaff.” 

Many second-class publications are  dietributed by media other 
than the mails-by trans ortation companies, news boys or over 

only those which i t  is more expensive or impracticable to die- 
tribute by media other than the maiia. The report recognizes that 
it ie the obvious right of the publiehing industry to diatributo ita 
publications by any media tha t  i t  aelecb. The induetry will doubt- 
leaa continue to do so, land to a greater extent, in the future, This 
course, however, should not give the Post OfRce Department seri- 
ou8 concern since unless i t  receives eubstantially self-sustaining 
ratea for the greater part of second-clas mail, the more of these 
publications that it  handlee the greater will be the deficit realized 
-a disastrous situation for  either a government business enter- 
priae or a private industry. 

newe etanda and the posta P service in general receives for handling 
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In connectfon with the foregoing comments regarding second- 
da88 publications it is important to emphasize again that this 
report is not directly concerned with the volume, general charac- 
ter, or content of the publicatione issued aa mch, nor is i t  inter- 
ested in being critioal of them. It is concerned only with those 
aspects thereof which present rate and other problems to the 
Poetal 8ervice when they are  presented to i t  for classiflcatIon,8 
handling, transportation and delivery. Any discussion of these 
publications should thus be BO construed, Le., as directed solely to 
those aspects with which the Postal Service should be concerned. 
- a n d i t h o s e  of concern to the users of other classee of mall and 
the United States Treasury. Stated in another way, the problem 
presented to the Post Office Department is whether the general 
character and the content of these publicationa, when handled in 
the mails ia auch as to justify the continuation of the large annual, 
deficits that result from the low preferential rates of postage 
which have been accorded for nearly three-quarters of a century. 

Factors responsible f m  current Second-CZw problem 
The preecnt second-class’ problems of interest to the Postal Sew- 

i c e t h e  Wost outstanding of which is the increasing annual deficit 
f rbm ita handling-have in the main been affected by the follow- 
ing factore: 

I 1. The Considerable e ‘andon In Industrial and bualnas activity. 
,2. . Two world ware a x  an intervening serious deprsdon. 
8. Social pro@-eas. 1 

4, Tbe growth of rnd spread In population. 
6. The changee in reading habite. 
0. The increnee In postal faclllties !or hrndling this clnss of mnil and its 

1 1  1 longer arkraga haul. 
. 7. The decreased porrhralng pobet.of the dollar received by the Post Omce 

‘ 8. The Ir  ad interpretations pabible under existing rtrtutea with respect, 
De artment for itdeervrcea. 

to uhic tione that may pualify for permits, and 
0. The kut p r h e n t l a l  rake Accorded this class of mall. 
The Aret five of these factore have presented primarily the prob- 

lems of Volume and character of publications. While total circula- 
tion of ,publications has definitely increased, volume, measured 
either in pouhds or by k e a  preeented for postal handling in the 
flscal year 1944, showf no material change from that presented 
16 yeara ago-a aituation wh‘ikh, to a considerable extent, can be 
attributed to the use of other competitive diatribution media. 
There are  now some indichtlona that the pieces and copies of 
lighter average weight, presented for  handling, are increasing. 
IIowever, with rates yielding on the average leas than 26 percent 
of the cost of oetal service rendered, in the handling annually 
of upwartla 4 bhion pieces of this class of mail, the major factor 
contributing to the large annual deficita is apparent, 

As tega’rds factor (6) : increased city, village and rural dellvery 
setvice; improved postal handling facilities and an average longer 
haul for this class of mail, with no material increase in rates over 
many years, have made their reepective contributions to Postal 
Service costa and increased the deficits. 

Conderning factor (71, the decreased purchasing power of the 
dollar: In  1880 the Post Ofice received $2.00 for each 100 pounds 
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of thie clb*r~ of mail handled. Now i t  receives on the average, and 
for a Jonger haul, about the same $2.00, but they are dollare of a 
decreased purchasing power aa compared with those received in 
1880. It takes more of the present dollare to meet the increaaed 
wage of an employee, to pay rent f o r  space of the same size, to 
transport the same volume of mail matter, to purchase the aame 
quantitiea of service, materiale and supplies than i t  did in 1880, 
to eay nothing regarding the wages of increased peraonnel to pro- 
vide a better postal service. In terms of purchasing power aecond- 
class rates are actually now substantially lower than in 1880. This 
aituatfon likewise present2 a material factor in producing the 
present deficits for this class of mail. 

With reapect to factors ( 8 )  and (9) : theae, in addition to pro- 
ducing considerable volume handled at B loss, have injected an- 
other problem, namely the determination as to whether or not a 
publication is entitled to second-class rating. 

Mention haa been made earlier of the  dlfflculties experienced 
by the Post Ofice Department over the years in administering the 
“fourth condltion” now contained in the section of the act of 
March 3, 1879 which states among other requirementa, later men- 
tioned, that a publication to be admitted to the secondclass “must 
be originated and published for the dfesemination of information 
of a public character, o r  devoted to literature, the sciences, a r b ,  
or some special industry.” This terminology ia undefined and it 
has thus been difficult in many instances over the yeara, to deter- 
mine whether a publication, because of questions regarding ita 
character, should or  should not be granted the  privilege of second- 
class rates. The problem has been fur ther  aggravated by reason 
of different individuals in the Department interpreting the statute 
and by peraonnel turnover. Also precedentci once established could 
not readily be abandoned without dificulty or without creating 
discriminatory situations. There are moreover, Borne publicationa 
that were granted permits on their original repreee tations that 
have subsequently changed their character sdversely%ut not suf- 
ficiently to aupport cancellation of their  permite in the face of 
the interpretations that could be placed upon the 1879 statute by 
ek ill  f ul advocates. 

Many publicationa that came into existence ale0 8aw in the gov- 
ernment’s very liberal bounty an opportunity for profit. I n  some 
of theae cases the objective of rendering a real public service was 
doubtleas largely, if not wholly, abeent. Another reaction from 
the low rate after 1886 was to change the form of, wherever poe- 
sible, printed matter earlier sent through the rnaile at higher 
rata,  to A t  second-class specifications. 

Ae a matter of practical application this “fourth condition’’ 
provides for only three eituations debarring publications from 
the second-ch~3 r a t a ,  viz.; if they do not have a legitimate list of 
Subscribers, are  designed primarily for advertieing purpoaee or 
are circulated free or at nominal price, but even the restriction 
in respect of advertising has not infrequently been circumvented 
by merely including in the publication enough reading matter of 
a character to give basis for a claim of complidnce with the etatub, 
albeit, the publication ia for all intente and purpoaes an advertis- 
ing medium. 

1881 
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More specifically, beyond these three prohibited situations, this 
“fourth condition,” which is a Congressional mandate, is prac- 
tically impossible of any really effective administration without 
hazarding the charge of censorabip. It appears reasonable to aa- 
sume that thie mandate was intended to have a purpose, and one 
may conjecture that it hcrj to insure that second-class publica- 
tions should be confined to those that made a distinct contribution 
to the public welfare, also that the Postmaster General was ex- 
pected to administer the mandate in that light when a publication 
filed appfica tion for a aecond-class permit. There, however, now 
appears to be only remote possibility under the recent Supreme 
Court decision in the “Esquire” case, if a specific publication is 
one of a “class” of publication that contributes to the public good, 
that it may be debarred from second class and ita preferential 
rates, even though it requires considerable imagination to believe 
that the particular content of the publication so  contributes. ’ 

The obvious result of administrative problems such as have been 
mentioned is that there are  now doubtless quite a number of th’e 
approximately 26,000 publications that enjoy second-class per- 
Smits, which reasonably present the question of their eligibility. 



,RevIraon of the Act of March 3, 1879 and rubsequent 
olatutes governing Second-Claee Mail . I  

The section of the act of March 3, 1879, which definea second- 
class mail, contains in the ”fourth condition” a mandate requiring 
that euch mail matter “must be originated and published for the 
dissemination of information of a public character, or devoted to 
literature, the sciences, arta, or some special industry.” I t  sleo 
specifically excludea from this class of mail publications “desified 
primarily for advertising purposes." 

This mandate was characterized b the  Penrose-Overatreet 
Commission in ita 1907 Rqport as “so groad BLJ to include every- 
thing and exclude nothing, being in effect no more than a group 
of words of little or no significance. 

The “Esquire” decision, previously referred to, appears to 
give this “fourth condition” a n  interpretation so broad a8 to 
make i t  practically impossible from the viewpoint of administra- 
tion to exclude, without incurring the charge of cenaorehlp, a 
publication which is one of a “clay” of publkatione that con- 
tributes to the public good. Furthermore, the Postmaster General 
under thie decision may not determine whether the content of a 
particular publication meets this standard as long as i t  is one 
of a “clam” which does, The result, as a practical matter, is to 
o en the door to all ublicationa which otherwise meet aecond- 
cpB8s requirements a n t a r e  not debarred by statute from the mails. 

Considering the changed economic conditione and social stand- 
ards, taatee of readere and 80 on, that  have come about aince 1879 
(and these should be recognized) as well as the views expressed 
by the Penrose-Overstreet Cornmission and those contatned in 
the “Esquire” decision, the phraeeolo of this “fourth condition” 

obsolete and only productlve of confusion and uncertainty to those 
who muat administer it. If the Congress makes no other changes 
with respect of what may be classified aa second-class matter it 
ehould at leaat correct the undeairable situation, presented by 
the language of the “fourth condition” and revise that provision 
in line with present day conditions, eliminating therefrom what 
appears to be largely meaningless verbiage. Doubtlws no two 
peraone could be found that would have the same concept as to 
what conetitutea information of a public character, or literature, 
science, or  art. 

The Congress, however, is apparently not bound forever to the 
“fourth condition” mandate and the court  decisions interpreting 
it. I t  undoubtedly has the power through new legislation to deter- 
mine the type of publication which should be included in sccond 
clam and Ax rates therefor. I t  may feel tha t  the 1879 statute never 
intended that there should be admitted to second class as wide a 
variety or type of publication as is now included and that many 
now 80 favored should not be continued therein but should be 
accorded a different classification with rates consistent therewith. 
It may dso feel that while many of this class of publication dis- 
seminate newa or  matter that 1s of educational value and con- 
tribute to the public good, that  many others now therein are of 
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88 regards the character of second-carms 9 mall is now decidedly 
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little value to thoae ends. But as a practical matter i t  would be 
impossible for any one to sepnrate the “wheat from the chaff.” 

Such a separation has been too long deferred, and in the mean- 
time publications of many varietiee, qualities and tastee have 
become entitled to  eecond-class permits under the undefined 
terminology of the “fourth condition.” To undertake a eegrega- 
tion at this date would doubtless incur intensive opposition, includ- 
ing accusations of censorship and discrimination, since no eatis- 
factory test of news dissemination or of literary, scjentific, artistic 
or general educational value can be applied. Furthermore, from 
the viewpoint of fair treatment, moat of theae publicatione have 
taken advantage of a situatioir permitted by the statutes, are 
conforming to other second-class requirements and have organized 
in  accordance therewith. A change in their classification might 
well react uvfavorably upon them. 

The foregoing, however, pertains t o  matters of Congressional 
policy and is hot directly related to the purpose of this  report, 
which is to present an analysis of the present second-class mail 
si tuation. However, this recommendation may be advanced-if 
the present classification of second-class mail, embracing publica- 
tions of all varieties, tastes and qualities, not otherwise debarred 
by statute, is continued and the Postal Service is to be generally 
limited to the function of its handling, transporting and deliver- 
ing second-class mail under competitive conditions then there ie 
every good reason why rates for this conglomerate class of mail, 
should ultimately be established on a substantially self-sustaining 
basis, for the worth while as well as for those of secondary or 
poor quality, since no satisfactory line of demarcation between 
them can be established,-a fact which is equally as true regard- 
ing  those which are in the category of “newspap@’ as for other 
periodical publications. The situation would, obviously, no longer 
justify placing the burden of second-class deficits upon ueera of 
other types of mail service and the tax payers. 

A further suggestion may also be ventured in this connection, 
viz., that the publishing industry, in its own interest and that 
of the public a t  large, might well embark on a poliiy of “policing” 
for  its own industry the quality of publicationa to be issued under 
second-class permits ; the extent, character and placing of advertis- 
ing content therein, as well a3 other matters which now detract 
from their quality and make even 8 temporary continuance of 
preferential rates a matter of public reaction and criticism. Such 
action might also serve in reducing somewhat the volume of poor 
quality matter which now crowds the mails. 

ConsolirErttion of Second-Class Statutes 

As regards second-class legislation i n  general this is now 
scattered throughout numerous statutes enacted over many years. 
I t  would be highly desirable in connection with any revision of 
the 1879 Act to have all applicable provisions governing this 

. class of mail consolidated and placed in one statute, Many of the 
problems now presented in  connection with this class of mail 
arise, not only from the complications presented by the complex 
rate structure, but from confusion in interpreting the widely 
mattered provisions in the statutes. 
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Comparatively few persons in the  Postal Service a re  fully 
familiar with all of the related provisions of the statutes. The 
governing statutes have been amended so many times and to  
euch an extent that it is difficult to show them in the postal regula- 
tions in logical sequence and in a manner comprehensible to the 
average reader. Conclusions as to some rates m d  practices are 
therefore reached only by inference. Second-class matter is ac- 
cepted at approximately ‘3,000 post ofices and it is important that 
the statutes and regulations be as simple and underatandable as 
pomible. 

The course here proposed would materially simplify the work 
of postal employees and result in more effective administration of 
the service. 

A PROPOSAL FOR INCREASING PRESENT 
SECOND-CLASS RATES 

The cost of handling, transporting and delivering second-class 
mail is influenced by the number of separately addrased pieces, 
theirweight, urrd the length of haul accorded them. Under the 
existing rate structure, the number of pieces is almost entirely 
disregarded. The length of haul ia also not recognized except in 
the zoiic rates on advertising applicable to about 20 percent of 
the total weight of publishers’ ,paid pound-rate mail. 

An extensive analysis shows that overall approximately 60 
percent of the expense incurred by second-class mail may be 
assigned to the handling of the pieces presented (disregarding 
weight), 25 percent to the handling of the weight involved and 
16 percent to transportation. The relatively high “piece” handling 
factor illustrates the fallacy of collecting the postage principally 
on the basis of weight and to some extent on the length of haul, 
with little consideration to the lrtmtber of pieces. Total collections 
of postage on thie class of mail are now derived about 88 follows: 
From rates on a “per piece” basis, 4 percent; from ratee on a 
“per pound” basis, 76 percent; and from additional revenue for 
long haulg-21 percent. 

No intimate knowledge ia required tb appreciate tbst the ex- 
pense per pound increases with the increase in the number of 
pieces contained therein that muet be distributed and delivered. 
The illogical reaults from rates based solely on weight are demon- 
strated in the following table showing the approximate cost of 
postal aervice incurred “per pound” and “per piece’’ for  different 
weights carried to the several zones : 

With the cost varying, for instance, in the first and second zones, 
from nearly 4 cents per pound in the case of a l-pound piece to 
about 34 cents per pound in the caae of l-ounce pieces, i t  is evident 
that no flat pound rata applicable to the several zones can be 
cstnblished which will ,be commensurate with the cost incurred. 

The postage now paid by publications of very light weight is 
SO amall aa to be an insignificant factor in any business. For a 
piwe weighing 1 ounce for delivery in the first o r  second zones 
the charge is only ‘/16th of 1% cents (the present pound charge), 
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or a pk ,.. .rnately 9/100ths of a cent. For such a publication issued 
weeLly this  amounts to less than 6# per annual subscription, that 
is, the Department handles and delivers 62 issues to one aubecriber 
for less than 6g. If issued monthly the postage amounts to slightly 
more than l# per annual subscription. If this publication were 
addresaed to the eighth zone, a haul of  over 1,800 milea, the annual 
postage, baeed on 40 percent of advertising content, would be lZ# 
per year for a weekly and 3# fo r  a monthly publication.. 

A %ounce publication addressed t o  the first O r  second zones 
paya lese than % of a cent postage, For a weekly publication, 
the postage amounts to leas than l6C per annual aubscription and 
for a monthly, only about 31/s#. For the eighth zone the postage, 
based on 40 percent advertising content, would be 36 per annual 

Considering a daily paper weighing 4 ounces and consisting 
of a proximately 9 aheeta with 40 percent advertising content, 

delivere 365 copies annually to the Arat and second zones for only 
$1.87. For delivering the same publication to the fifth zone, 600 
to 1,000 miles, $2.28 postage is collected. The actual transporta- 
tion expense which the Department pays the common carrier is 
about $2.23. After paying the railroad, the Department has ap- 
proximately 6 cents remaining to apply againet about $9.00 addi- 
tional cost for salaries of c le rh ,  carriem, and other expense. 

Another example is that of a popular monthly magazine mailed 
fn Illinois carrying little or no advertiaing. Each month the 
publisher mail8 to California points, approximately 476,000 co ies, 

$1,185. The Department muat pay at leaat $1,700 to railroads fo r  
transportation of this mail direct to California distribution pointa, 
and thereby suffers a IOSS of over $600 in connection with the 
tramportation alone. No margin, of course, remains with which 
to pay for further transportation within the State, or for the 
thousands of individual diatributione and  deliveries, bu the piece, 
in California post offices. A similar situation exista with respect to 
the mailings of this magazine to other States of the Union., 

Departmental recorda covering mailings of a amall bulletin 
iaaued weekly by a charity service organization ahow that 
107,700 Sndividually addressed copies a re  handled in the mails 

cent per piece. The excess of cost over postage on this pu ?tth lication Of a 
each quarter. The postage amounts on thewerage t o  

is approximately $6,000 per year. Lossce incurred in coiincction 
with maillnys described in thie and preceding paragraphs clearly 
account for much of the present large second-class deficit. 

The foregoing should demonstrate that under the present eys- 
tern of collecting second-clnss postage, pieces of light weight, 
of which there are  a great many, pay BO little postage that the 
amounts collected can well be termed only token payments. In 
fact, in many. cas~ea, the amounts collected scarcely compensate 
for  the expenee of the official records which must  be maintained, 
leaving nothing to pay the cost of handling. 

Regardless of whether rates are  designed to produce the full 
coat of the postal service performed, or a Bomewhat l a s e r  amount, 
they ahould, in the interest of equity, b e  generally proportioned 

subscription for a weekly and 8) fo r  a monthly pu t lrcation. 

the P, oetal Service, at present rata of postage, tranaports and 

weighinp: about 79,000 pounde. The postage amounts to a 1 out 
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.d. Some publications now pay aa little a8 2 to 3 percent 
the expeiue they incur, while others pay 56 to 40 w e n t ,  or 

iiig content. Rates ao designed should provide over-all for the 
following fuctore i n  upproximately t h e  proportions indicated: for 
the “piece handling” factor 60 percent; for the “weiglit” factor, 
26 percent; for the “haul” factor, 16 percent. I h n  though any 
revised rutcv which niny be evtablishcd fall short of returning 
to the Department its cost, a recognition of pieces handled by 
introducing a “per .piece” charge would bring about a better 
balance in the rate atruc(rrre. TIM extension of zone pound rates, 
applied to reading and advertising portions alike, would insure 
charges more nearly commensurate with distance hauled. Over-all, 
individual publications w u l d  more nearly than at  present, pay 
for service rendered to them. 

In auch a rate structure the “piece charge” should be a flat 
amount for each piece regardless of weight or distance trans- 
ported. The “pound charge” should combine two elementa, ex- 
pressed however, in one amount: (a) a charge (not affected by 
distance) to cover the weight factor involved in handling and de- 
livery and (b) a charge for transportation varying with the zona. 

There follows below a schedule of rates proposed for news- 
papers and periodicals admitted to the second class (including 
sample copies to the extent of 10 percent of the weight of copies 
mailed to subscribers during a calendar year). This schedule ia 
based generally on the principles expressed in the immediately 
preceding paragraphs and if  adopted would correct, at  least in 
part, the major second-class prnhlems and inconsistencies now 
existing. While the “per piece” rate of only I,,$ of a cent now pro- 
poeed (together with the proposed “per pound” rates) is much 
lower than required to recover the cost of postal service and 
should on the average be several times that figure, such a rate 
cannot presently be made effective for the practical reason that 
publiahers should be given an opportunity to adjust their programs 
to meet ultimately a “per iece” rate of a higher level. The rates 
proposed in the schedule atould produce on the basis of the 1944 
volume of publishers’ domestic second-class mail, aboyt $29,000,000 
of additional ostal revenue. This adjustment of the rates would 

dislocation throughout the industry especially since a discount of 
60 percent is proposed for the smaller newspapers upwards of 
10,000) and certain publications (see page 27, upwar 6 e of 6,600), 
both of which could qualify for the discount under the echedule. 

The proposed schcdule of rates ie a8 follows: 

more in the case of heavy pieces with exceptionally hig R advertia- 

be so reasona E le in amount that it should not cause any serious 



\B) i the total weight of any one edition or  ithue of any publication 
ma led to ono zone doea not exceed one pound, the pound c h r g e  shall be 
2 cents In e d i t i o n  to tho pieco charge. 

(C) The ralee of posta e charged on publications described i n  ( 1 )  and 
12) below shall be one-halfof the piece and  pound rates aet out in ( A )  and 
B) above: , 

(1) Newapapere, except as provided in (D)  with total average circula- 
tion not exceeding 7,600. To qualify f o r  this conccvaion Y ncws- 
paper must be h u e d  weekly o r  more frequently. I t  niust have 
the characteristics ordinarily displayed by a publication commonly 
considered a “newepa er” aa diatinct from a magazine or  other 
type of periodical p ubyication accorded the second-class privilege 
and a s  regarda i ts  contenta ehould include mainly current news, 
editoriala, articles a n d  items of intereat to the general ublic, 
with or  without advertising, and  not be devoted to a p a r h a r  
trade, industry, occu ation, religion, or  profession; and  a s  a 
further condition to tRo privilege of tranemission in the  mails at 
the stated preferential rate, the  publication ehall be submitled to 
the Postmaster General by ita publisher whenever required to 
permit a check of ita character. 

(2) Newepapers and periodicals except M provided in (D) below main- 
tained by and in the interests of religious, educational and philan- 
thropic organizations and associations not  organized for  profit 
and none of the net income of which inures to  the benefit of a n y  

rivate stockholder or individual ; and official bulletins of State 
iepartments or  board8 of health, public charities and corrections, 
and agriculture. 

(D) For ein le copies of newspapers and.periodicah rddreseed to actual 
subbcribere wit l in  the county where published and  printed in whole or in 
part, and mailed for delivery from a post oflce which docs not have city, 
villago or rural delivery, or rtar-routs rerviae providing rural &livery, the  
rate of oetage ehall be ‘k cent per cop 
(E) h e n  the advertising content o r a  ublication exceecle 60 erccnt but 

not more than 60 percent of i ta  total c o n k n t  there shall be ap$ied a s u r -  
charge of 10 percent of the regular charge and if euch advertising content 
exceeds 60 percent of the total content., a surcharge of 16 percent. 

wlthout a “per pound” charge. 
* 

The rates proposed above contemplate discontinuance of the 
“free in county” privilege and all pound, “per copy” and multiple 
rates now ap licable to publishera’ second-class mail. They also 
discontinue tRe 6 percent advertising exemption. T h a e  rates 
would apply alike to portions of publications devoted to advertis- 
ing and other than advertising. The “county” would be eliminated 
a8 a rate unit except for offices within the county of mailing 
which do not-have city, village or  rural delivery, or shr-route 
service providing rural delivery. No change is proposed with 
respect to the rates on transient aecond-claaa mail. 

The statement which followe presents a n  estimate with respect 
to revenue which would have been received from the proposed 
rates if they had been in effect during the fiscal year 1944, with 
the aame volume and distribution as then presented for handling. 
It is impossible to predict the increase in revenue that might be 
expected for the future if the rate achedule proposed were made 
effective, since there would doubtlesa be Some changes in volumc, 
particularly from increaaed use of media other than the mails 
in making dietribution-a trend which has been definitely in 
evidence for some years under the present low rates in the case 
of the larger nationally distributed publications. While there 
have been material increases in total circulation during the past 
16 yeare ending in 1944 neither piecea nor pounds of publishers’ 
second-class mail presented for handling by the Postal Service 

c 96 I 
I have increaaed. 
I 
b 

1 

Iluto group 

I ,  213, oa, 

*Eiclualve of postage on matter now arrrlctl “lreo In county” on wtilch poslngr as p r o p a d  rhould yleld 
addlllonel revenue of opprorlninlely SI,wO,ooO. No revenue from sdverlhlnp rurchnrger Ir Included. 

Throughout the report it has been emphasized that the present 
second-class rate structure is extremely complicated. Requests 
and suggestions for simplification are constantly being made by 
postal personnel. Many postmastere and employees who are re- 
yuired to administer the rates admit they do not full understand 
them. I t  has also been shown that present rates &regard the 
most important element of the cost in handling second-class mail, 
-the piece. The irony of the &:ration is that the present intri- 
cacies and violations of accepted principles of rate making accom- 
plieh nothing that can not be achieved more readily and equitably 
under a schedule of piece and poulid rates such as is proposed. 
The echedule propoeed is simple in structure and easily under- 
stood and applied. 

Correction of inconsistencies in present rates 

It should be self-evident that dissimilar services should not be 
performed for the same rate and that substantially aimilar aew- 
ices should not be charged dilrercnt rcitcs. Thesc principles are 
generally violated in the present second-class rate structure and 
could for the most part be corrected by the adoption of the pro- 
posed achedule of rates. 

Dissimilar services, now being performed for the aame rats 
include : 

(a) Publications with a large number of pieces comprieing a pound are 
beinq charged the aarnelound rates as  those with few to  the pound o r  heavier 
publicetione. (Corrects by the cetah~iehment o/ pbce rate8 an combination 
with pound nates.) 
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( b) ublicatione are carried unoqud dim. 
tances L ,ame rate. (Corracisd by t l o  application of zona ratsr to rsading 
and adver bc*tng port io- al ika . )  

(c)  Publications exempt from zone rates on advertising portionr are cnr- 
ried unequal distances a t  the same rate. (Corrected b y  applytng zona rats8 
to lharr publicationo.) 

(d)  Pieces containin two or more unaddressed copiee which do not require 
individual handling of &e copies enclosed a re  being carried a t  the same charge 
per pound 81) pieces containing copies which must be Individucrlly aortcd and 
dellyered. (Cmsc l sd  by the ertablbhmmt of piece lmtae t o  be applied to 
each indiv idual ly  addrereed copy OT pibca.) 

, portions of zone rate  

Substantially similar services charged different rates include : 
a) Advertising matter is charged higher raten t h a n  reading portiona 

dtkough interrelated with reading matter and accorded identical service 
(Correctad bg  applying identical zone ohargrr to advsrtuing and rsadinp 
portionr.) 

(b) Within the county, delivery b rurd or r&r-route cartier, throu h 
post omce box, or  geiieral delivery being made without charge at okces 
which do not have city or village letter carrier ~ervice,  while such identical 
services ate charged 1! per pound at oftlces having letter carrier service. 
(Corrrctsd by the appbcaiion of a flat  pisce chargo for dslavsrisr within tho 
oounty through oficcr which do not hrrvs any type o/ dslivety ~erv ia8  and 
r a  Jtw piece and pound chargsr at other oficsr, regardlerr o/ t / u  meam of 
defivcry .) 

(c) Publications other than weeklies are char ed t he  substantially higher 
“per cop rates for  delivery a t  the mailiag orffce ~f such  ofice is a letter 
carrier &Le, but  for  similar service a t  other letter carr ier  ofices within the 
county the charge is 14 per pound. In the latter case more service ie given 
for o lower charge since out of town deliveriea neceasitote traneportation to 
the oint of delivery. ( C o m c t s d  by discontinucmcs of “ p e t  copy” rater co- 
i d o n t  with the srtablbhmsnt. of pbca and pound rats# appltcable to all 
~ c ~ n d - c l u r r  t n d ,  at letter camer oficsr.) 

#‘Per copy” rates char ed for publicatione iesued lese frequently than 
wee&, are  higher than f o r  %oae issued. mere frequently. (Corrected by tho 
ducontinuanes of “per copy” rates coinadant wrth the cotablishment of piece 
and pound rater.) 

(e) “Per copy” rates do not apply to weeklies, but instead the postage 
char e ir  I t  per pound- a much lower ra te  in nearly all cues.  (Corrected 
bu t f ,  srtabluhment of piscs and pound mtss applicabls to all  publiwtiom 
without reOard to frequsncy.) 

( f )  For lighter pieces, “per copy” rates impose much higher  charges than 
the present pound rates bu t  for unueually heavy pieces the revere8 ie true. 
(Corrected b y  the establishment of plsce and pound rater uniformly appli- 
cable to all mcrilingr.) 

(d 

The computation, collection and recording oY postage’ under 
the Bchedule of rates proposed would be no more dilRcult than &: 
present. No change in the methods of acceptance would be required 
and any procedures now folJowed from which t h e  publishers or 
the Department derive advantages would be retained. No more 
weighing8 or computations than are now required would be neces- 
sary. It would be unnecessary for publishers o r  postmasters to 
meaaure advertisifig to the 8ame extent a8 at pi-esent and this 
would result in material savings to publiehere and to the Depart- 
ment. Publishera would be required to state the  number of 
individually addressed pieces mailed but this information can 
readily be obtained from their records and periodically checked 
by postmasters in connection with routine examinations of sub- 
acription lists to determine the accuracy of zone analyses. 

The rates proposed are  consistent throughout and there is 
general uniformity in application to different groups and typea 
of publications. When future changes in the level of rates are  

iound practicable they can be made without disturbing the rate 
structure as a whole. 

The rates proposed, while yielding ionsiderably less than the 
cost of postal service performed, a re  generally proportioned to 
such cost since they recognize the  number of separately addressed 
pieces, and to ti greater extent than. a t  present the length of haul. 

An increase a t  this time in  second-class rates, such as is pro- 
posed would be moderate and reasonable. Since the piece rate 
proposed is considerably short of that  factor of cost, with the 
weight and haul factors more nearly compensating, the smaller 
light-weight publications, with generally shorter haul, would con- 
tinue to have some of the advantages they AOW enjoy. While the 
percentage iiicreaeea in postage on publicatione of very light 
weight would be relatively greater than on heavier publicatione, 
in terms of money the increase would in any event be small, 
since the postage now paid on pieces of light weight is almoet 
negligible. Furthermore, granting the discounts proposed to the 
smaller newspapers and to nonprofit religious, educational and 
welfare organizations would greatly ledsen the effect of the 
higher rates and continue the policy of favoring them. Concern 
for them has furnished an important argument over the years for 
maintaining all eecond-class rates at a generally low level. 

The proposed rates would require the heavier publications to 
pay a greater share, in dollars, of the postal coats incurred for 
them but no injustice would be done since the chargea proposed 
would still be much less than the postal handling cost incurred 
in their behalf. The same rates would be applied to second-class 
“bundle” mailings as for individually addressed copies. News- 
papers with a circulation exceeding 7,600 would pay the same 
rates of postage w second-class magazines and periodicals, since 
there appeara to be no basis fo r  a different charge. Only a limited 
volume of such newspapers are  sent to distant points and a8 a 
rule only a small part of their circulation is placed in the mails. 
It should be possible for the publishers to meet readily the increase 
reaulting from the proposed rates. 

Eflect of rates proposed on representative pubticut ions 
There follow three statements showing for  certain represehta- 

tive types of publications handled in the mails, among other rele- 
vant data, the approxirnnte effect &reon of the rates proposed. 
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wppendicea “B”, “El”, and “B-2” attached contain additional 
data regarding the effect of the proposed rates on eecond-class 
publicatione of aeverul reprosentative weighta (a) for the publi- 
cations aubject to  regular rates and (b) for the small new~papers, 
arid (c) for  publications currently exempt from zone ratea. 

Flat increasee in present pound d e s  are uMatisfactmy 
The possibility of obtaining additional second-class revenues by 

merely increasing the present pound rates has been examined and 
while some additional revenue could be obtained by this  couree 
any plan depending primarily on higher pound rates is ineffective 
since the amount of additional revenue so obtainable would be 
definitely limited. Such a procedure would also be inequitable since 
it would place the major burden on publications which now cause 
relatively the least losv per pound, leaving largely untouched the 
unsatisfactory situation presented by the heavy expense incurred 
in handling publications containing a large number of pieces to  
the pound. Revision of “multiple ratee” by supplementing pound 
ratea with a minimum charge per piece would help in the solution 
of this latter problem, but  the “piece” and “pound” rate plan 
proposed is more simple and can be equitably arranged and ad- 
ministered. To be effective any plan to increme preaent pound 
ratee should call for their extension to “exem t” publications, mail- 
ings within the county, reading portions Pall publicatione, and 
advertising portions addressed to the fir81 and second zones. In 
connection with pound-rate increase8 zone rates should ale0 be 
applied to the reading portion of publications. However, all euch 
adjustments baaed primarily on an increase of pound rates would 
in the main, only add further inequities and complications to the 
pretlen t confused second-class rate structure. 

Are objections to an increaae in Second-Chs rates valid? 
The postage now p d d  by many of the smaller publications is as  

already stated a negligible amount and were they required to pay 
several times as much, it would still be a emall item compared 
with the eervice rendered by the Department or with other ex- 
penses of conducting their businesses. These publications, how- 

never, aa well a3 those of larger proportions, must pay market 
prices for all other service8 and materiala entering into their 
product and it appears only reasonable, unlet33 specifically accorded 
a concession, that they should ultimately pay substantially the 
cost of postal service performed for them, relieving other mail 
ueers and the taxpayer, eupeclally since many are commercial 
enterprises conducted with a profit motive. 

Statementa are not infrequently made by the publishing in- 
dustry to the effect that an increase in second-class rates would 
result in publications leaving the mails for distribution by other 
media; that the distribution to rural and other remote areas would 
be reduced by reason of increased subscription charges; that the 
vast facilities for handling and distributing second-class matter, 
which the‘ Postal Service now has available, would not be utilized 
and that an increase in second-class rates might affect the liveli- 
hood of a large number of people throughout the nation. 
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. 
The Relation of the Deprtment’a Coat Ascarlainmcnt System 

to tlru lracrcrrsa in ltulcs yropuvd 

Much of the volume and financial data contained in this report 
have been dcveloped through the Department’s cost ascertainment 
eyetem and these data underlie the proposal for an increase in 
second-class rates contained in the preceding section. I 

The cost ascertainment system was placed in operation on an 
annual basis in 1926 to provide the Department with facts regard- 
ing costa of handling and the operating results fo r  each of the 
several types of mail matter also to meet the frequent demands 
of the Congress for such information. It provides carefully con- 
ceived methods developed by experienced men drawn from all 
branches of the postal service and approved by independent ac- 
counting and engineering authoritiea. By means of this aystem 
there are ascertained approximate revenues, expenses, volumes 
and hauls for each of the several classes of mail and the special 
services handled by the Postal Service. 

The system was reviewed recently and the findings are  con- 
tained in a report dated December 29,1944. It now embodies print. 
ciplea enunciated by courta and regulatory commissions with re- 
spect to the separation of common revenues and jointly incurred 
expenses. During this review certain procedural change8 were 
introduced and the number of “aample” offices used for study pur- 
posca was increased, but these changea, when applied in a study 
for the fiscal year 1944 showed no‘material differencea from the 
overall results previously obtained. 

The consistency of the data obtained by the syetem supports ita 
general reliability as regards revenues, expenses, volume and haul3 
by classes of mail and the Special Servicea when i t  is considered 
that over the years the “sample” information has been assembled 
and processed by many different persons; that the “aample” tests 
have been made in different quarterly periods and a t  different 
offices; that both total revenues and expenditures have varied ; 
that data for pieces, weights and hade involved are taken inde- 
pendently of total expenditurea and to some extent, of total rev- 
enues; and that total expenditure8 a r e  reported under and 89- 
eigned from about 60 different appropriation accounts. This gen- 
eral consistency in the data so ascertained over the years is not a 
chance happening ; rather i t  is strongly indicative of reliability 
for all practical purpoaea. 

In  the case of second-class mail the consistent showing of costs 
approximately four timea the revenue cannot readily be disre- 
garded. (See pagfts 12 to 16 for data covering a 16-year period.) 
The data now derived from the “sample” ofices are auch as should 
produce reliable results, eince the representative omcea designated 
for coat ascertainment work account for  more than 26 percent of 
all Second-class publicatione, and more than 60 percent of the 
weight of, and revenue from, publishers’ pound-rate matter, 

Under this system each class of mail and each special service 
is viewed as a separate entity and the expenditures fairly attribut- 
able to each includes a proportionate share of joint and overhead 
expense as  well as direct expense. 

[loel 

The system is partly accounting and partly statistical in nature. 
The accouiitinv fl&gJreS are broken down by classes of mail and. 
the special Merviccs on the busie of statistical data taken a t  up- 
wards of 600 curefully wlected representative “eample” post of- 
flces; on repreventative railway mail routes; at terminals; and a t  
railroad and air mail transfer offices. These “sample’* data fo r  
any year are taken f o r  one full week in each quarter and so ar- 
ranged aB to provide an analysis of the business and operations 
for a complete month. 

The post offices used for these tests present a variety of condi- 
tions under which service is rendered and are grouped according 
to their receipts. 

Postal revenues are in  the main, a pool of common receipts. They 
are derived from the sale of stamps, cash payments for service 
and fees. A aimilar situation exists with respect to postal expendi- 
t u r e ~ .  The eeveral classes of mail and the special services are in 
large measure handled by the aame employees in post offlces, in 
terminalu, during transportation and in making delivery ; and 
buildings, equipment, operating facilities, and supplies are used 
jointly. Only limited amounts of the total revenues received (ex- 
cept for second-class postage) o r  of the  total expenditures in2 
curred, are  directly allocable to a single class of mail or a special 
service. 

I n  the course of these studies comprehensive tests are  ale0 made 
of cmplqyees’ time, revenue, nurnbet. of pieces or transactions, 
weight, volume and haul of mail matter. Other special tests are 
rrlso made from time to time. Final results a re  not reached merely 
by projection of data developed from the  “sample” information. 
In marry instances there are definitely known figures, or figures 
developed from definitely known facts and these enter into the 
results. Total figures are eeparated into their component parts- 
the classes of mail and the apecial services-n the basis of data 
provided by the tests at the “sample” offices. 

The total revenues or expenditures of the Postal Service, or of 
any group of offlces or branch of the service, also expenditures 
from appropriation accounts are matters of record, available di. 
rectly .from the postal accounts. These latter have been carefully 
scrutinized by administrative officials, the Bureau of the Budget 
and the Congress and audited by the General Accounting Office. 
Precise accuracy is, however, not obtainable by cost ascertainment 
methods, nor would it be possible to obtain exact results by any 
other known method. There are some who criticise the results 
obtained by the system but none of these have ever presented a 
better procedure. Coriven tional cost accounting procedures used 
by busincus enterpriaes would .not suffice since they would involve 
rather complete a n d  continuous counts of pieces of mail handled, 
also the assembly of the weight thereof and records of hauls be- 
tween 42,000 post offlces, a procedure which would be physically 
impracticable, prohibitively expensive and result in much delay 
to the mails. Thc size of the  Postal Service, the character of the 
work erformed and the speed with which mail must be moved 
precluses such a procedure. 

The system aims to help in giving to the owners of the postal 
service-the people of the United States-efficient service, a t  
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mlnjmum  cos^ consisent with high quality, and with the burden 
equitably distributed among users, by making currently available 
to the Department, facts regarding volume and  trends and reason- 
ably accurate statistical and cost data for the various classes and 
types of service performed, together with related revenues re- 
ceived from each. No corporate business of the size of the Postal 
Service could for long operate efficiently and expect to remain 
solvent without complete knowledge of facta regarding each 
branch of ita activities, and in no respect is this need absent in 
the Postal Service even though deficits, when they occur, are met 
from the United States Treasury. 

The results obtained by the system are  eubatantially accurate 
and sufficiently reliable for all practical purpoees. They ahow 
among other important data the gain o r  loas for each class of mail 
or special service. They are furthermore, adequate for the pur- 
poges of the Congrese m a basis for determining adequate r a t a  
and fees and other mattera of postal policy. 

The results of the cost ascertainment study for the Ascal year 
1944 are shown on page 109. . 

More specifically as regards second-class mail matter: The rev- 
enue therefrom is derived from (a) publishers’ pound-rate mail, 
(b) publishers’ mail sent at “per copy” rates and (c) “transient” 
mail. The weight of, and revenue from, (a) are reported by post- 
masters. This amount of revenue is assigned directly to domeatic 
aecond-class mail, except for a small par t  assignable to foreign 
mail. The weight and revenue of mail to  foreign destinations and 
of “per copy” and “transient” matter, relatively small in total 
volume, are  assigned on the baeia of the “aample” tests. Approxi- 
mately 96 percent of the revenue allocated to publishers’ mail is 
a known figure and combined with other second-class matter rep 
resents about 87 percent of all revenue allocated to that class of 
mail. 
Testa are conducted to develop baeic data for determinlng KIIU 

number of pieces and copiee, the average weight per piece or  per 
copy, density, average haul, and classiflcationa of publicatlona by 
weight groups and character. The data 80 obtained are used, for  
the moat part, in connection with the actual revenue and weight 
of mailings for a full quarter. The results obtained afford a re- 
liable indication of the material facts regarding second-class mail 
handled, (The figures shown for 1944 may not reflect fully certain 
unuaual conditions of a temporary nature arising from the effect 
of war conditions on the publishing induetry, however, any pos- 
sible dislocation is of a transitory nature and insufficient to change 
the overall results shown for this clasa of mail.) 

Congreasional appropriations to meet postal expenditures are 
not made specifically for the handling of any class of mail or spe- 
cial service and since expenditures for these purposes are, in the 
main, incurred jointly in handling these types of mail matter, only 
a relatively minor part  thereof can be allocated directly to a class 
of mail or special service. The greater par t  must be apportioned 
on the bmia of the “aample” data obtained at  cost ascertainment 
offices. The amounts expended from each appropriation are ob- 
tained from the accounting figurea and apportioned on ratios de- 
veloped from analyses of operations during the test periods. 
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TOW c~venue producing rpeckl 
a t v l o e r .  

As regards the assignment to the several classes of mail and 
the special services of the more important expenditures, the for- - 
mulas for developing apportionment ratios and other procedures 
followed recognize insofar as possible, the “use” made of the facili- 
ties provided by the expenditures that have been appropriated. At 
the 17 largest post offices the expenditures from each appropria- 
tion are, with minor exceptions, apportioned to the aeveral types 
of mail matter, according to ratios developed at those offlces. The 
expenditures from appropriation8 a t  other post offices are grouped 
according to the several classes of post offices and apportioned 
nccording to ratios developed a t  the cost ascertainment ofilces in 
the related grow. 

Expenditurea in the railway mail service and the ruxpl delivery: 
service are  apportioned to the several types of mail involved by 
the use of ratios developed from analyses of the operational acti- 



vitfea In thow servicee. A revision of the apportionment formula 
for expenditures in the rural delivery service was adopted in the  
fiscal year 1944. The revised procedure provides an appropriate 
meaaurement of the uae of rural carriers‘ time and effort, i.e., the 
purpose to which their compensation is applied, and resulta in a 
method of apportioning expenditures to the several types of mail 
handled that ia more consistent with the methods employed in the 
apportionment of other salaries than the “stop value” method 
formerly ueed, 

Expenditurea for transportation of the malls when direct allo- 
cations cannot be made, are apportioned on ratios that are de- 
veloped with a view to their applicability to each type of trana- 
portation service used. Expendi turea for tranaportation of maile 
in bulk are generally apportioned on ratioa of the cubic-foot m i l a  
of nonlocal mails, which ratio affords a reaaonably accurate mea8- 
urement of the space required for the different typea of mail and 
the distance hauled. 

and wage payrnenta to employees engaged in work connected wi 
the several types of mail matter is governed insofar as practicable, 
by the relative amount of time employeea devote to each claas of 
mail or special service. Apportionment of salary payrnenta to 
supervisory and general administrative employeq ie governed by 
the ratios on which the salaries of employees directly engaged in 
work on mail matter or  the special services are apportioned. 

Salaries and wages of maintenance and cuetodial employeea, ex- 
penditurea for auppliea for public buildinga, and for rent, light, 
fuel and water are apportioned on ratios of the relative square 
feet of floor apace devoted to each clasa of mail and each special 
aervice at coat ascertainment offices. The “floor apace” ratio was 
adopted in the fiscal year 1944 and replaces the ratio of “cubic 
feet of. originating mails” formerly used. Similarly t h e  coat of 
apace hired for distribution of mail in tranait in the  railway mail 
aervice is apportioned on ratios of relative uae of distribution 
facilitiea for each clam of mail. 
A statement showing the postal appropriation8 from which ex- 

penditures are aasigned to second-claaa mail, together with the 
amounts so assigned for the flscal year 1944, is shown on pave 111. 

Not only have the procedurea followed in the coat aacertalnment 
been developed with great care by persons familiar with 

dorsed the methods employed and the resulta obtained. Also the 
various coat figures developed by the aystem for second-class mall 
are  regarded by experienced postal personnel to be in.proper pro- 
portion. While only ropghly indicative of the reaaonableneaa of 
the coats assigned to second-class mail, i t  is of interest that for  
the fiscal year 1944, the average “per pound” cost assigned to 
handling the Several classes of mail by the ostal service wm 71.4 
cents for first-class, 27.8 cents for third-cfass and 4.8 centa for 
fourth-daes mail, aa compared wlth 9.4 centa for second-class with 
an averape piece content to the pound of 16 times that for fourth- 
claas mail. 
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Salary and wage payments normally amount to about 76 
cent of total postal service expenses. The apportionment of aa 

tal Benice, but they have been reviewed by men from out- 
service experienced in similar work and theae have en- 
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hardin& ratm for Second-Class mail and their 
rulallou to Cost harttriurncnt rerulte 

Cost ascer .ainment results encounter opposition from the pud- 
lishing industry when “coat of handling” is proposed as a guide 
in eatabliahing rates for  second-class mail. Some of the views ex- 
pressed, and those of others that differ, are  diacusaed below: 

(a)  Many hold that the postal service should be a self-suebin- 
ing but nonprofit organization, that  each of the several classes of 
mail, and the special servicea, should produce revenues tha t  a r e  
self-sustaining and proportionate to its share of postal expendi- 
tures as measured by the “use” each makea of the total facilities 
of the postal establishment. This view appears to be the one eco- 
nomically Bound and equitable basis for all postal rates. It con- 
templates a balanced budget in the postal service, with the postage 
burden fairly distributed among mailers on the basis of services 
rendered to them. 

(b) Publishers have contended that rates on second-class mail 
should not be based on the coat of postal service furnished that 
clam of mail, but should remain at a low level in view of the bene- 
fits conferred upon the country as a whole by newepapers and 
periodicals. Under thie view, if the postal service is to operate 
with a balanced budget, the burden not met by the mailers of 
second-class matter must be passed on to eenders of first-class mail 
and other were of the service, or to the Treasury. This view, as 
discussed earlier in thie report, is unsoun?. I t  lightly dis- 
poeea of deficits on second-class mail amounting in 16 years to 
$1,369,000,000, a aum actually paid either directly by the public 
in taxea or through chargea in e x c w  of cost on other types of 
service. As an illustration, the S cent postage on the ordinary 
Arstclass letter compares with an average cost of about 1.8 centa 
for ita handling. 

With developmente in other means of communication and the 
publishing industry now well eatabliahed, subsidies (a t  least hQt 
to the extent originally granted) are  no longer required and sec- 
ond-claea ratea should be adjusted more nearly to  a cost level. The 
benefits conferred by good newepapere and periodicals are  not 
questioned but most other business concern8 contribute to the 
common welfare in their search for profits, without being eub- 
aid i zed. 

(c) Another position taken by eome publishers!s that since the 
Federal Government has a monopoly in the handl~ng of first-class 
mail by means of a postal service assumed to have been provided 
primarily for that purpose, that clue of mail should provide thc 
principal BU port of the poetal service; that second-class mail, as 
well a8 th l r land  fourth class and the special servicea, are  largely 
“fill-in” typea o r  “b products" and that second class should thus 
efther bear (a) on% the direct expense made necessary by its 
handling, Le., “out-of-pocket” costs or  (b) that the “costs” at- 
tributable to second clasa should be confined to the amount of 
money which would not be expended if there were no second class, 
plus only that much of the residual or  indirect costs as competition 
permitted. The Penroae-Overstreet Commission in its report is- 

ClUl 

-,ed in 1907 (pages XXIV-XXV)’ dcscribetl the “out-of-pocket” 
basis as “historically false.” 

In view of the fact that postal services other than first-claes 
mail account for over one-third of the total revenues, 92 percent 
of the weight, a n d  38 percetrt of the pieces, with second-class alone 
representing 20 percent of the  weight of dl mails nud 13 percent 
of the pieces, it it3 apparent that a poultll service set up for Arst- 
class mail, but with spare capacity to handle such ‘EL tremendous 
volume of “fill-in” or “by-product” services, would be sorely in 
need of reorganization. 

Even if true, t he  claim that the postal service was originally 
organized to handle first-class mail would carry little weight today 
in view of the many changes which have occurred in buildings and 
facilities t o  handle the other types of mail matter, The act of 
February 20,1792, the first affecting postage rates after adoption 
of the Constitution, fixed rates on letters, packets, and newspapers. 
The second act in 1794, prescribed rates for newspapers, maga- 
zines and pamphlets. Thus to say that the postal service was pri- 
marily organized for the handling of first-class mail appears’ 
fallacious. The truth is that the postal service has accommodated 
ibelf to the changes as they have occurred and is prepared and 
equipped to handle all types of business which now comes within 
i ts  province. 

that the Department id able to handle busincss included in such 
categories in spare time, and that if, or when, such business were 
not available, postal facilities and employees would be idle. While 
it is true that the  very smallest post offices and to some extent 
rural carrier8 could handle 8omewhat more mail and other ostal 
business, without increasing expense, that condition pert&& to 
a very small part of the Postal Service. From 80 to 90 percent 
of the Department’s ex enditurea are  incurred in the larger post 
omees, railway post oxces, and other units where the facilities 
and manpower are closely adjusted to the work to be performed. 

With reepect to assigning costs on a different basis to these 
fictitiously designated “by-product” services it is now a principle 
generally accepted by courts and regulatory bodies that when a 
bueiness provides a variety of services, each shall bear its pro- 
portionate share of the total expenditures, not only for material 
and labor, but also for space, general overhead and so on. This 
is a logical and reasonable treatment and with respect to  the postal 
service i t  may be suid that all classes of mail a re  carried and the 
special services are rendered for the common convenience of the- 
public. To select one or another class of mail or  apccial service 
for exceptionul treatment i t 1  the computation of costs would be a 
highly arbitrary a n d  illogical procedure without any definite basis 
on which to proceed. Figures ao derived would not be “costs” 
but guesses or the product of the most skilled advocate. 

The opinion of the Supreme Court of the United States, quoted 
in part  below, in the case of the N o r t h e m  Pacific Railway v. North 
Dakota (236 U. S:, pp. 685-606, decided March 8, 1916) should 
settle the question of h o b  costs may properly be assigned in cases 
of this kind: 

( age 696) ‘ I L  * we entertain no doubt that, in determining the cost 
of $e transportation of a particular commodity, all the outlays which pertain 
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The use of the terms “fill-in” or “by-product” appear to  assume’ 
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to It must be Lunsidered. We And no basis for distinguishing in this rea ect 
between 80 called ‘out-of-pocket COB&,’ or ‘actual’ expenses, and other outkys 
which are none the less actual1 made because they are applicable to a11 
trolRc, inetead of being exclusive& incurred in the traffic in question. Illus- 
trationr are found in outlays for maintenance of way and atructures, general 
expen8er and taxes. I t  Is not a suficient reason for excludrng such. or other 
expenres to say that they would atill have been incurred had the particular( 
commodity not been trans orted; the commercial carrier ia under a duty to 
carry, and the expenses o f  ita buainesa a t  a particular time are attributable 
to what i t  dwe carry. The State cannot eatrmate the cost of carrying coal 
by throwing the expense incident to the maintenance of the roadbed, and the 

eneral expenses, upon the carriage of wheat; or the cost of carrying wheat If, throw!ng the. burden of the upkeep of the Rroperty upon coal and other 
commodrtres. This, of couree, doe8 not mean t a t  dl commodities are to be 
treated aa carried a t  the same rate of ex enme. The outIa B that excludvely 
pertain to a given class of traffic must osdgned to t . a t  clasa, and the 
other expenres must be fairly apportioned. I t  may be difficult to make such 
an apportionment, but when coriclusione are baaed on coat the entire C O B t  
murt be taken into account.” 

Thoae who contend that second-class mail ehould be charged 
only with “out-of-pocket” postal costa, Le., the amount of money 

claim that no substantial reductions could be achieved if the 
postal service were to be relieved of handling auch mail. It is con- 
servatively estimated that expenditures could be gradually reduced 
upwards of $60,000,000 were newspapera and periodicals to be 
withdrawn from the mile .  

This saving would be accompliahed by reduced expenditures for  
clerka handling this class of mail at the larger post offices, for city 
delivery eeivice where the number of routes could be reduced, for 
railway postal clerks on heavier linea and in the terminala, and 
for starage and closed pouch a ace in transportation. Salaries of 

enue &om this class of mail. However,. the rapid growth of other 
mail services paying their way, o r  more nearly doing BO, is such 
that revenues a t  offices affected would doubtless soon be reatored 
and with transfers to other poetal work and the turnover of em- 
ployeea there should be little occasion to reduce the preisent total 
of employees. 

There would be other saving8 not included in the above estimate 
since expenses for etar route, vehicle and mail messenger eervice 
and rural delivery would eventually be reduced as would expendi- 
tures for distribution space in railway mail terminals and cara. 
These estimated eavinga in expense have been baaed on the fiscal 
year 1944 and as postal salarlea have been substantially increased 
since that time, the poasible savings at thie time would actually 
be coneiderably greater. The adJustments necessary would be only 
a o a e  which any normally conducted business enterprise would 
make if the character of ita operations changed. 

Nothing mid here should, however, be construed as advocating 
that aecond-claas matter should be withdrawn from the mails, but 
there is no doubt that  “out-of-pocket” cosh (a fiction in the postal 
Service, and mentioned only for the purpose of answering objec- 
tione) materially exceed the revenue from this class of mail. 

(d) Publishers take the position that second-class mail pro- 
ducm collateral revenue, i.e., stimulates the volume of other claeves 
of mail, particularly first-class mail whlch now returns a profit, 
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by which the Department could reduce its expenses were t 
handling and transportation of that clam of mail 

Borne oatmasters might be re B uced with the withdrawal of rev- 
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and that this warrants consideration when costa attributable to 
sccond-clasa mail are determined. The Penrose-Overetreet Com- 
mission, agreeing that this class of mail might produce some f i r s t  
class revenue, held that this factor should not be recogiiized in 
the rate sirice such stimulation watl peculiar to all types of mail, 
and that the degree to which i t  80 contributed was a matter of 
spcculation and conjecture. 

The Hughes Commission, considering the mme queation, stated 
in part: 

I t  may k answered that Aret-claae mail also stimulates the volume of ita 
own class and all other classes, and that thirdcla~s matter has the mme 
effect, but any attempt to determine tho extent to which each class of mall 
provokes l e t h e  would be hopeless. Data could not poaeibly be obtained for 
a computation of this sort, nor if the could is it clear whether they would 
incream or reduce tho cost apportionei to secondclaee mail. 

The cost ascertainment 8yetem, however, may not give recogni- 
tion to this rate theory. The function of that ~ y s t e m  is to assign 
as accurately as possible the total expenditures incurred by the 
postal service to the several +;*2?es of mail matter regardleas of 
the influence of one class of mail upon the volume or  revenue8 
produced by another clasa. Any other procedure would result in 
hybrid figures-not couta. If, however, second-clase mail did stim- 
ulate other mail revenue8 in my material degree, which i t  does 
not appear to do, and i t  were practical to give recognition thereto, 
which is impoasible, it should be recognized independently in the 
rates after coneiderin costs. 

(e) Publisher8 co&nd that eecond-class mail receives sec- 
ondary or deferred service and that auch service should be recog- 
nized aa a factor in the assignment of costs. Daily news apers 
receive the same expeditious treatment in the maila aa Ettera. 
All types of newspapers, weekly and other, are given the Aret 
dispatch and the moel expeditious treatment enroute. Certain 
publications of the rnagaziiie or periodical type  have been granted 
“newspaper” treatment upon their re uest. Magazines of large 
national circulation, even though ubli&ere frequently ship them 
by freight or express to post o cea to reduce their costs, are 
delivered unleas unpreventable contingencies ariae, from post 
offices on certain days or dates Axed by publishers, if not on the 
first delivery then on a later delivery on that day, Requests made 
by publishere in this connection are  strictly observed. All mail 
accorded rail transportation goee forward in paesenger trains, 
and the transportation h t e s  Axed by the Interstate Commerce 
Commission do not vary with the class of mail carried. Regarding 
distribution and delivery a t  the post offlce of address, it is prac- 
ticable i n  most post offices to distribute and deliver all classes of 
mail simultaneously. Second-class mail, other than newspapers is 
however, when necessary, sent to terminala for distribution instead 
of being distributed enroute, and may thereby be delayed up 
to one day, but, magaziiies with a fixed relewe date are  placed 
in the maila euficiently early to permit arrival at the  delivery 
ofice by the desired date even though routed through a terminal. 
The fact that some second-class mail in some instances receive8 
slightly slower service than letters has no material or measurable 
effect upon the coat of handling which represents only the 
cxpellditure incurred in connection therewith. Any delay which 
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‘ may develo, its handling ia largely inherent in  i ts  characzer, 
but i t  costs fully as much to accomplish its delivery a t  one time 
as a t  another. 

The postage rates thereon, as already rnentioncd, return on 
the average only about one-fourth of the cost incurred in halidling 
while firtrt-class mail usera pay more than their cost, Until secoiid- 
class matter pays rates morc nearly meeting tho cost itrcurrcd 
there will remain a margin to offset any deferred handling factor 
that may exist. 

(f)  The proponente of low rates on second-class mail state 
that even though present rates return far less than the cost of the 
service, they should remain a t  present levels, o r  even be reduced 
in order to lower the unit cost and overcome the deficit. I t  is 
granted that the stimulation of volume by the  lqwering of prices 
has reduced unit costs and increased profib in some lines of 
business especially where volume was previously small. Second- 
claas rates have for years been very low, yet  the volume during 
the past. 16 years has remained practically stationary. The rates 
have been so low, in  fact, ae to be a relatively small factor in the 
business of most publishers. Under these circumstances i t  is diffi- 
cult to understand how there can be a reservoir of potential second- 
claas postal business which is now untapped because of too 
high rates. “Free in county” furnishes an index of the influence of 
ratea upon second-class volum+the volume of this entirely free 
matter hae decreased rather than increaeed einco 1930. 

If greater volume were actually available to the postal service 
some slight reduction in “unit’costa’’ would be possible but volume 
depends upon those who use the mails and not upon the postal 
service which is expected to handle what is presented to it, A 
private business enterprise can through its sales effort stimulate 
volume; it can even produce in excess of routinc demand in the 
hope that sales can be made and these practices are not foreign to 
the periodical publishing industry. The postal service is not de- 
signed to stimulate volume through advertising or “door bell 
ringing”; to urge its patrons to buy two publications in place of 
one now bought. The field is now well covered and readers have 
the wideat variety of choice. 

Smaller offices and the rural  routes could doubtless handle 
more mail .with little increase in cost, but first-class post offices, 
which account for over 97 percent of the revenue from second- 
class mail, are  usually so organized that  any increase in the 
quantity of mail quickly means increased expense. Any increase 
of volume of second-class would also naturally be greatest in 

’ these larger offices. In short, any discusdon of the effect of eddi- 
tional volume of second-class mail upon “unit costs” at prcsent 
ra ta  of postaEe, with related increase in income suficicnt to 
reduce the deficita, has no basis in fact. The revenues from 
eecond-class mail are  now practically all paid out for transporta- 
tion of that mail, leaving almost nothing to defray the expense 
of distribution and delivery. Increase in volume would only result 
in increasing the overall e x p e n s e a n d  consequently the deficits. 

(g) There are  publishers who maintain that  second-class mail 
contains many types of publications, aome much more expensive 
to handle than others, and since cost ascertainment results show 
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- I ~ Y  averages, that its results can not be used as the basis for 
rates for all publicatiolls. I t  is true that the cost ascertainment 
uvcrugev alone cui1 not Le uscd us t i  *iIIensure of rates. llowever, 
the objection made here has been met substantially in  the schedule 
of rates proposcd earlier in this report by making use of cost 
ascertuinmcrlt revulta to  tlctermirlc scpuriitely the cost chargeable 
to Ifre “piece” factor, the “pound” factor (other than trane- 
portation) and the “haul” Yactor. I t  is thus possible to develop 
piece and pound rntea which are  generally proportioned to the 
cost of handling classes of publications of different weights. 

The rates in the schedule proposed would generally return far 
less than cost, except for u few of the heaviest publications which 

* would pay approximately their cost. (See tables on pages 100 to 102 
i~rcluvive). This is also true as regards some which are shipped 
almost exclusively in large bundles and containing many copies. 
I f  rates now proposed were to be advanced further it would be 
necessary to give consideration to these special casw. 

Publishers of certain of the larger nationally circulated mags- 
zines have*‘nlso maintained that i t  would be unfair to them to 
use the cost ascertainment results as  a basis for fixing ratea eince 
few of their publications are delivered on rural routes. Their 
claim is that the cost per piece or pound contains a substantial 
item for rural delivery service for which they should not be 
charged. 

Probably no two publication8 make exactly the eame use of the 
facilities offered by the poetal wvice.  Due to the great variety 
of the service extended to different publications i t  is, of couree, 
impossible to compute exact costs, and stablish rates coinciding 
therewith, for each of the many secon%-class publicationa. Even 
if it were possible such a procedure would involve one rate for 
delivery by a rural carrier, another f o r  delivery by a city carrier, 
and so on and to attempt to take into consideration all of the dif- 
ferent situations would only result in confusion. Postal rates are  
however, not made on this basis, but being of nationwide applica- 
tion they are  based on reasonably broad and fair  classifications. 

Newspapers and farm journals, particularly the former, doubt- 
lesa make by fa r  the greatest use of the rural delivery service. 
Comparatively few newspapers are  delivered by city carriem, 
since when a city is large enough to justify delivery service its 
newapapers with large circulation within that area will often have 
a aumcient number of subscribers for the publishers to provide 
their own means of delivery. Local delivery of daily newspapere 
by postal carriers is practically non-existent. 

At the delivery ofice the expense of mail distribution of daily 
pripers by rural dclivery, is low since, as ti general rule, they are 
made up to rural routes thus  practically eliminating the distribu- 
tion by clerks which would otherwise be required, 

The publishers of the larger nationally circulated magazines, 
other than farm journals, make less use of the rural delivery 
service than do newspapers and aome other publications. The 
major portion of their periodicals are delivered by city or village 
carriers. Also in most cases these periodicals are  not separated by 

% the publishers to carrier routes or distribution districts, t h u s  in- 
volving considerable distribution expense before the periodicals 
can be delivered. 

I 
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Doubtles were practicable to mnkc separate- detei*minations 
of the cost 01 haridliriy different types of publications dtutr i~l l te t~ 
by the rural delivery service, the larger magiizines ~ v o u l ~  
charged with a snialler sliure of these costs, iiicliidiiix thost! i l k -  
curred for distribution i n  the smallcr post olliccs. '1')icsc lower 
costs would, however, be of€& by the higher costs in thc city 
delivery service and the greater distribution expense in the 1argL.r 
post offices. 'rhus a more exact accounting of costs, if such a pro- 
cedure were possible, would doubtless not show overall covts as- 
signed to these publications mxtcrially different f r o m  those now 
assigned. 

(h )  Publishers maintain that the Departnwnt's expcrisc of 
handling second-class mail is materially lessened by the fact that 
they make up their publications in direct aacks and by routes and 
provide transportation to the local railroad station and  frequently 
to post offices. These publishers do route their mailings as re- 
quested by the Department, and often haul their publications to 
railroad stations, but this is generally done in order to connect 
outgoing trains and to speed delivery to post offices. Newapupcrs 
are also transported t u  p o d  oflices in other areas when truin uiid 
other niail dispatches are not available to sui t  their convenience, 
and to meet competition. These aervices performed by the pub- 
lishers in their own interest reduce the Depastment'a expciise for 
clerical assiatance and transportation and the resultant savings 
are fully reflected in the cpst ascertainment findings. I n  the tlclcr- 
mination of costs the publishers receive full credit f o r  any Hervices 
they perform in reparirig and transportin their mailings. 

(i) Large rnaiera of aecond- third- an% fourth-class matter 
contend that so long as  the postal service does not show a deficit 
from the overall operations, that postal rates should not be in- 
creased, regardleas of excess income from some types of mail crud 
deficits from others. In  the main, however, they ayrcc that the 
postal service as a whole should be self-sustaining. 

While over-all postal operation on a self-sustaining basis is 
desirable, the problem calling for more serious consideratioii than 
i t  has yet received is the establishment of rates for  each of the 
several classes of mail and the special services that will yield more 
nearly, if not fully, the respective costa of their handling-thus 
placing each a8 regards postal costs on a substantially self-sus- 
taining basis. 'l'he Hughes Commission Report in  1911 expressed 
this desirable objective very clearly and gave a n  appropriate 
course of action that  should be taken in this matter: 

There a pears to be at present [fiscal year 19101 no deficit in the opcra- 
tiona of tEe Post OfIico Departmcnt a8 a whole, a n d  f rom the argumcnh 
submitted to un it ie upparent t h a t  somo have supposed t h a t  Llie oiily reason 
for ro oeing a n  increuse in rate8 was to cover a deficit. While postal rates 
aho$d l e  adequate to meet the expensca of the department, the chicf reuson 
f o r  an increase in the  rate on eecond-claps matter is not the  exietence of a 
deficit, for tha t  might l e  covered by raising all rates or in nome othcr way. 
The true reason for the change is to apportion the coat of the servicc more 
equitabl among the different classes of mail matter,  and a t  present the 
second $ass pays f a r  less than  its share. We have already observed that if 
in the future there should be a eubstantlal surplus i n  the post office it might 
well be applied to lowering the rate or, perhaps,.better still, to making further 
improvements i u  the scrvice for  first-class mail. For there can be no doubt 
of the benefit to business and t o  the people a t  large of low rutcs and good 
service in the transportation of letters. 
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The original object in placing on second-class matter a rate far below tha t  
on any othcr cltlsv of mail was to encourage thc dissemination of new8 arid 
of currerlt litcruturu of etlucutionnl v1iIuc. "I'ltis objcct huu becti on1 i n  par t  
alttrinctl. 'I'hc 11)w rtrlc huY twlpcd Lo sliniulntc an  eiiornious muss o r  periodi- 
cals, rnuny of which a r e  of little utility for the cause of popular education. 
Others  ure of excellcrlt quality, but the experience of the post otiice has ehown 
tlic iiiipossibilily of innking u satisfuctory test based upon literary or  educn- 
tionul values. To ulteinpt to do so would be to set up a censorship of the press. 



Poetal Surpluses and Dcficite 

As regards surpluses and deficita from Chc over-all postal opern- 
tions, in the p i s t  90 years ending with the fiscul ycw l!Mb thcrc 
have been only 13 ycars for which a surplus cxistcd ilnd for about 
one half of these years the amounts were relutivcly small. These 
13, furthermore, contain 8 years influenced by war conditions u t  
home or abroad and as a result of the large volumes of mail pre- 
sented under these abnormal conditions, they generally contributed 
the larger amounts of the surplus income. Yet if the facts were 
available for all of this 90-year period they would without doubt 
show that any postal surplus which existed was contributed by 
types of mail other than second-class and that the general pattern 
for this class of mail has been “deficit operation.” 

For the years immediately ahead, while there were postal sur- 
pluses from over-all operations during the three fiscal years 1943 
to 1946, inclusive,-substantial in 1944 and 1946-no part  thereof 
was contributed by second-class mail. This surplus income was 
derived in large measure from first-clasa and Air Mail. 

Already the substantial postal surplus of about $162,000,000 
for the fiwal year 1946 is rapidly giving place to a large deficit 

t for 1946. Among the factors contributing to the postal surplus in 
1946, to mention only some, were such as: 

(a) An unprecedented volume of letters, including nir mnil, and holiday 
parcels to the armed forces overseas and to Military camps within the United 
States. This mail contributed much additional revenue. 

(b)  The Army and Navy assumed responsibilit for the haul from United 
States ports, including ita delivery, of mail to t i e  armed force8 overseas; 
for the collcction and initial distribution of the originnting mail of these 
overeeaa forcee and ita haul t o  United States porte; and for  much handlintc 
of mail within training campa in t h e  United Statea. Thls assistance resulted 
in a considerable aaving to the Post Ofice Department. 

(c) The temporary 3 cent per ounce rate on letters mailed for local de- 
live contributed at least $60,000,000 more than the 2 cent ra te  previously 
in e7ect. 

( d )  The  temporary increase in  domestic air mail rates from 6 cenb to 8 
c e n b  contributed approximately $20,000,000. 

(e) The temporary 3 percent (or 1 cent) increase, on Fourth-Class matter 
contributed approximately $10,000,000 of additional revenue and  increases 
in feee for Special Services also made their contribution. 

Contrasting these favorable situations with conditions in 1946: 
(a)  and (b) above are  largely matters of the past and no longer 
contribute much to postal income while the temporary rates-(c), 
(d)  and (e)-cont inue to operate for the time being, until 6 
months after the termination of the war emcrKency is declared, 
unless earlier removed. The fiscal year 1946 also faces another 
very important item of increased expense by reason of the in-. 
crease in saluriea nnd wages provided by Public Laws 106 and 
134, effective July 1, 1946. These two laws are expected to add 
approximately $120,000,000 to postal expenditures and together 
with other adverse situations encountered in 1946, forecast 8 sub- 
stantial overall deficit not only fo r  that  year but for others imme- 
diately ahead. Furthermore, additional general increases in postal 
salaries and wages are  in process of being granted by the Congress 
and these will add materially to the already large deficit.* Such a 
situation, if the financial affairs of the postal service are to be 
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conducted on a business baaia, presents forcibly the need for in- 
crcnsiny povlul rutcs for sccotid-clnsv mail and also for Chc other 
~ l i m w ~  of mihi1 tirid apccial services thnt are not  now contributing 
lhcir fair  diure toward nicctiiiy postal expenditures. 

*NOTE: A t  the datu of printing this report ttresc incrcascs had been granted. 
They add approximately $20,000,000 annually to the Department’s cost of 
handling second-class mail. Thir, amount is in addition to a b u t  $16,000,000 
ndded earlier in 1946 to the coats then being incurrod. 
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1 
to the neeu of bringing second-class rates more nearly in l ine with 
the cost to the postal service in  handling that  class of mail. 

A member bulletin issued late in 1945, by one of the principal 
newspaper associations in opposition to an Increase In second-class 
rates contained the following statement: 

I t  in  a npecioun nrKiimcnt to contcncl thut mcreIy bdrr!uea a,pu\)!iHlrcr makca 
a profit Gn h i u  ovcrull operutions that tho profit motive minrmlzes the pri- 
mary public service function of a publication or that the change in  the 
character of news presentation or increased advertwing volume, oRBets in 
any wa the purpoecs of the act of 1879 granting advantagcous rates to 
second-cTass matter. 

This report is not concerned with the level of profits which the 
publishing industry earns, except when rates a t  a lesg-than-cost 
level serve to enhance the profits of the industry at the expense of 
users of other mail services or the United States Treasury. The 
preferential rates granted many years ago, when there was a need 
therefor, were never intended to stimulate the profits of private 
business enterprises but merely to  encourage at that time a greater 
participation, on the part  of publishers, with the Government in 

.aiding its people. These rates did not give the publishing industry 
an inherent rate preference for all time regardless of unforeseen 
changes which might develop later in the character and content 
of the publications issued or  by reason of changed economic and 
social conditions. Neither can the recent war time legislation con- 
tained in the Federal Trade Commission Act and the Emergency 
Price Control Act (acts intended to control price increases) ex- 
empting the publishing industry from the application of these 
laws be construed as  reaffirming the preferential rates earlier ac- 
corded to it. Rather these exceptions removed any restrictions 
debarring the industry from increasing the prices for its product ’ 

-and auch increases were made in numerous instances. 
Second-class rates increased to aost of service rendered or to  

a u b s t u n t d l ~  thut level would continue to be “advantageous” 
rates to the industry when compared with the basis of charges by 
private distribution media. The important point, however, is thut 
the industry should compensate the Government, as it does others, 
for services which it receives thus eliminating the annually re- 
curring second-class deficits for which i t  is responsible. Such a 
course would be no more than sound business procedure, a fact 
which the publishing industry must realize since it has not re- 
frained in recent years from increasing prices, in numerous in- 
stances, for street sales, at newsstands and to subscribers. The 
claim that readers are subsidized by passing on to them the benefit 
of preferential rutes has but little support when all relevant facts 
--operating costs and other-are taken into account. In fact, many 
of the larger newspapers have higher subacription rates, and re- 
quire prepayment thereof, when mailings go beyond the nearby 
zones, which indicates that  the higher postal charges to distant 
points, in the main due to advertising content, a r e  passed along 
to the aubscriber. 

Reaaonublc increases in rates to approximate ul Cimatcly postal 
costs would also in no manner interfere with the public service 
function (a function inseparable from the undertaking) which 
newspapers have voluntarily elected to perform, nor would it in- 
terfere with “freedom of the Press”,, to which publicatjons a r e  
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entitled; in fact the satisfaction from having met in ful l  their 
postage costs should stimulate even greater freedom of expression. 

The Report is especially interevted in the increased volume of 
advertking and the otherwise changed character of matter now 
included in publicationa from that included when the prcfcrcntitrl 
rules wcrc ostiihlidwd, since such churiycv present to the povtul 
service the burderi of a large volume of matter which could not 
huve been foreseen by the Congreva in 1879, and concerning which 
there is much reasonable doubt regarding its contribution to the 
public good, for handling a t  preferential rates. 



Other type. of hldlca1lons IO wllch the Stcond-CI... 
relee proposed do not apply 

Second-class rates apply to newspapers and periodicals bearing 

Third-class rates are limited to : 
(a) Mlscellaneous printed matter, circularr, merchandlae and other mab 

(b) Books and catalogs having 24 pages or more, at least 2 2  of which are 

a notice of entry as second-class matter. 

ter not specifically excepted, and 

printed; seeds, cuttings, bulbs, roota, ecions and plants. 
The weight limit for  any piece in this class may not exceed 

8 ounces. 
Fourth-class rates apply to mailable pieces over 8 ounces in 

weight and not in the firsti or  second-class. In general this class 
of mail is confined to merchandise, books containing no advertising 
matter, other than incidental announcements of books, and cata- 
logs. 

Book Mailings-Apparently with the view to  a lower postal 
rate on books it has been proposed by aome interested in their 
distribution, that  books should be accorded the  6ame level of 
rates as is now applied with respect to second-cbs  reading m a t  
ter, Le., 1% centa per pound, regardless of distance transported. 
Such a procedure would be neither equitable nor practicable in 
view of the material differences in the character of and in the 
coat of handling these two typos of pai l  matter. 

Second-class matter, involves the handling of many small pieces 
of varying size, shape and weight, with an average weight of 
about 6 ounces per piece and rates therefor should accordingly 
give consideration to pieces a s  well as to weight handled. Books 
are usually handled in compact parcels of heavier w e i g h t w v e r  
8 ounces and up to 70 pounds. 

Books now have a postage rate slightly in excess of 3 cents 
per pound regardless of distance traneported, but at thie rate 
they are being handled at a substantial loss to the  postal service. 
Any reduction from this rate would obviously increase the already 
large deficit from that type of matter. Book’ publishere, also 
frequently avail themselves of transportation media outside the 
mails for  their short haul, large parcel, distribution, Le., mailings 
on which the postal service might recover its costs; leaving to 
the post ofice the long haul and small 

tween books and some second-class periodicala in the presentation 
of printed material of various kinds and also a similarity in 
physical form and arrangement of contents. Also, as regards 
railroad transportation costs, there should be no great difference 
in the expense per “pound mile” as between booka and periodicals 
since they have about the same density, Le., weight per cubic foot. 

Most parcels containing books, from a physical vlewpoint, (the 
viewpoint of primary interest to the postal service in connection 
with handling, transportation and delivery), are entirely different 
in character from second-class matter. They have many of the 
characteristics of merchandise parcels and as such should remain 
in fourth class with rates of postage adequate to cover their 
handling. The costs of their handling in post offices and their 
delivery by carriers differ materially from second-class matter 
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arcel distribution. 
Superficial examination may show a B egree of similarity be- 

nrid a mcrc ehift 
iiot change the 
costs thereof. 

The following 

I in clrmiflcution from Poiirtli to ~ccorrd CIME would 
halidlirig arid delivery methods, nor alfect the 

tabulation of factors which influence the r e ~ ~ e c -  
tive costs of h i d l i n g  second-class mail and the handling of bobke, 
should indicate that the same schedule of rates would be neither 
equitable nor practicable. 

B O O K S  
Manufacture and sale of stamps. 
Parcels acce ted individually at orig- 

inating o8ce. Postage thereon de- 
termined according to weight and 
in certain cmc8 by zonee. 

Each individual piece distributed 
and sacked. 

Haul to depot in moat casea. 
’l’raneit distribution in terniinals. 
Distribution a t  terminals more costly 

because ieces are loose in  aacke 
and not faced up. 

Distribution into sacks and to car- 
riers requires much floor space, 
also reduces distribution speed. 

Truck delivery requited in many 
cases. When delivered by foot car- 
rier, Individual parcels weigh in  
exeesa of 8 ounces. 

SECOND CLASS 
Postage stamps ordinarily not re- 

qui red. 
Acceptance in bulk. Poataqe com- 

puted on thousands of yiecee in 
one operation. Little examination 
required. 

Much of the initial distribution made 
by tho publieher. 

Haul to depot e;rovided, in large 
part, by publis er. 

Distribution a t  tcrminale not ma- 
terial in amount. 

Much second class presented with 
pieces faced up in uniform man- 
ner. 

Ordinarily distributed into pigeon- 
holes of paper cases, using lees 
floor rpace with greater distribu- 
tion epeed. 

iecos, with all aversg- 
ing about \ ouiicea pcr yiuco. De- 
livered by foot carrier with other 
mail. 

Moru sinall 

Trade Journal Publications 
Certain publications of the trade journal type (sometime6 

designated a8 “controlled circulation” publications) are not ac- 
corded second-class rating. They do not qualify for admission 
to that clase of mail since they do not have “a legitimate list 
of subscribera” and are  circulated free, or mainly free. These 
publications are usually devoted to aome special industry or 
business such as-air conditioning, drugs, plastics, electrical 
equipment, bedding and upho18tery, footwear, furniture, cleaning 
and laundry, meat, liquor, coal, pottery and glass, rugs, roade 
and streets, advertising, and tools-to mention only a few. As 
a rule they carry considerable advertising, much of which is related 
to the industry or business in  which a particular periodical may 
be interested. 

When publications of thi8 type do not exceed 8 ounces in 
weight they are  subject to the rates applicable to mail of the 
third class. Many thereof are mailed in quantity and can gener- 
ally qualify for the bulk rate of 8 cents per pound with a minimurn 
charge of 1 cent per piece. 

Prior to 1934 these periodicals when weighing in exces8 of 
8 ounces per piece were carried st fourth-class ratee. The act of 
June 6, 1934 provided a rate of 1 cent for each 2 ounces or frac- 
tion. In February 1942 a rate of 8 cents per pound on bulk weight 
with a minimum charge of 5 centa per piece was established. 
Effective on March 26, Is44 this rate was temporarily increased 
to 9 cents per pound with a minimum charge of 6 cents per piece. 
To qualify for this rate the following conditions must be met: 
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(a) public m u d  be iesued at regular intervals of 12 times 
or more peA . -ar, (b) 26 percent or more of the yriycs muvt ba 
devoted to text or readingsmatter and not more than 76 percent 
to advertising matter, (c) the copies must be made up  according 
to States, cities, and routes as directed by the Postrnaster General 
and (d) the postage muet be paid in money or  by means of precan- 
celed stamps. Zone rates do riot apply to these publications. 

The mailings of publications of this type weighing in excess 
of 8 ounces now amount to about 6,600,000 pieces or 4,000,000 
pounds annually, producing postage of about $400,000. They are  
generally similar in form and density to second-class publishers’ 
periodicals. The cost of handling them is aleo approximately the 
same as for handling publishers’ second-claes-about 9 cents per 
pound. Publications of this type weighing lesa than 8 ounces and 
when accepted a t  the bulk rate of 8 cents per pound with a 
minimum charge of 1 cent per piece fall short of paying their 
way in the mails except that for  the very shortest hauls the postage 
on pieces weighing G to 8 ounces covers approximately the cost. 
For long hauls the loss on pieces weighing up to 8 ounces is 
material. The rate of 9 cents per pound with a minimum charge 
of 6 cenh per piece for pieces weighing more than 8 ounces 
produces postage somewhat in excess of cost for short and inter- 
mediate hauls, but fails in recovering postal handling costa for  
the longer hauls. Overall, however, this rate returns approximately 
the postal costs. 

Since these publications a r e  to a considerable extent advertising 
media, and cannot in many cases be said to meet the standard 
of content which may reasonably be expected in second class 
periodicals generally and also since the postal rate now charged 
is not in excess of the overall .cost of their handling there appears 
to be no reason for according to them second-class privileges with 
rates that are now, and will probably continue for some time, at  
a level much below the postal cost of handling. The rates of 
postage on publications of this special type are however, not 
properly adjusted as between the lighter and heavier weights and 
also for hauls and some adjustment in this respect might be 
appropriate. 

In Sirmniury 

This report on second-class mail, a s  previously stated, is not 
concerned with the character and content of second-class publica- 
tions generally, except u s  certain aspects thcreof-particularly 
rates of postage, content, related costs, a i d  aiinual dcficits-pres- 
crrt problemu in  coriiiection with their huntllirig by the postal serv- 
ice. I ts  purpose is to present for the considerution of the Congress, 
responsible for the evtahlivhnient froni time to time of rates of 
postage, an overall ariulyYiv of the historical a i d  financial aspects 
of second-class mail since 1861 when the dowiiward trend in  rates 
of postage for this type of mail began, and more particularly those 
since the  passage of the act of March 3, 1879. 

Despite increases over the  years in the level of postal wages; 
in the prices for niateriuls, supplies and services entering in the 
handling of the mails ; and the proviuion of extended urd improved 
services, all of which changes have added materially to the “per 
pound” cost of ha~idling this class of mail, the average postal 
revenue per pound now received shows no increase over that 
received in 1880. In fact, with the present reduced purchasing 
power of the revenue dollar, second-class rates are now actually 
lower than in 1880. (Tile only increase in these rates, worthy 
of mention was made in 1918 when rates for advertising content 
were placed on a zone basis, bu t  the effect of this increase on the 
average revenue per pound was negligible and hrid but small effect 
in reducing the annual deficits produced by this  class of mail.) 

Prior to 1852 the postal service was operated generally on a 
self-sustaining basis. Thereafter down to the present time, with 
the exception of a few years-mostly war years-deficit opera- 
tion has prevailed. In the 70’s when the volume of second-clam 
mail was relatively smtlll deficits therefrom were also small in 
dollar amount and did not attract particular attention, but as 
volume presented to the postal service has increased, and cost 
levels involved in i ts  handling have also increased, the annual 
deficits have mounted to their present levels-to upwards of 
$116,000,000 for the fiscal year 1945; and for the 16 years then 
ended to an aggregate of approximately $1,450,000,000. 

The exiatence of these substantial deficits, wRich unless re- 
moved will ultimately arouse public reaction, were the occasion 
for the suggestion in 1942 by the Ways and Mean8 Committee of 
the Congress that consideration should be given to bringing the 
rates of postage on this class of mail more closely in line with 
the cost of its handling. These deficits have also been the occasion 
of informal rcqucuts duriiig the pirut ycnr from thc Post Ofncc 
Committea of Congress for iiiforniution regarding the rate situa- 
tion with respect to this type of mail matter. 

In addition to presenting an analysis of the second-class mail 
situation the report presents certain suggestions regarding 
rates and procedures designed to eliminate ultimately, in con.. 
siderable measure, the present unjustifiable deficit situation. In 
this connection the report (pages 95-96) includes a recom- 
mendation for an immediate increase of rates, but this adjust- 
ment, if adopted, will correct only partially the situation. Further 
adjustment of rates to a substantially self-sustaining level should 
be made in several steps since correction of the situation has 



been too deferred and to avoid adverse financial reactions 
to 80me publishers they may require time to adjust their opera- 
tions gradually to meet povtage a t  an adequate level. IIowever, 
now that conditions which earlier justified subsidies 110 longer 
cxiet, at lcnst not to the mine cxtciit, it would Iijqwsr or~ly pr<)l)cr 
that the Congress should limit its subsidies to those publicatiorls 
which in serving the public welfare require public a i d  in their dis- 
tribution, but any such aid should be specifically authorized by it. 

Some types of second-class publications-newspapers and peri- 
odicals-doubtless meet inore nearly than others the standard of 
content which the Congress defined in the “fourth condition” of 
the 1879 Act. However, any attempt to segregate from the total 
mass of about 24,000 publications, now granted the  aecond-class 
privilege, those of high quality and making a substantial contribu- 
tion to the public welfare, for  the purpose of according them 
special rate treatment is not only physically impracticable but, 
moreover, even if practicable, i t  would provide the  occasion for 
many charges of censorship and discrimination. 

The rates proposed in this report, except for  small newspapers 
and certain non-profit publications, accordingly make no distinc- 
t ion between second-class publications, i.e. between newspapers 
and periodicals on the basis of their character. The conditions 
under which these publications are  handled are such that the 
Postal Service should receive substantially the cost of their han- 
dling and since none of these publications now pay such cost no 
different rate treatment is suggested for newspapers thuii for 
other periodicala. 

Much has been mid in the past of the high place of the postal 
eervice in our economic and social life and the valuable service 
which i t  performs. Regardless of these statements an increase 
in rates such as  is propoaed is a practical present day necessity. 
It will serve to place this service on a better business bash and 
help,to further improve it for the public. At the same time such 
an increase would not interfere with the freedom of any legitimate 
publication to conduct its business as it chooses. 

The report presents the resulta of a n  independent 4nd inten- 
sive study of the second-class mail situation, primarily from the 
viewpoint of the citizen who ultimately meets the second-class 
deficits. . 

Much assistance was obtained from ofllcials and’ employees in 
the Postal Service. In this connection, however, special mention is 
appropriate of fine service rendered by Mr. Joseph F. Gartland, 
Director of Budget and Administrative Planning for his counsel 
and advice; by Messrs. Howard Coonen and James T. Nelson of 
the Post Omce Inspection Service, whose extcneive invcdigations 
in this field over the years enabled them to give exceptionally 
valuable aid ; by Mr. Edmund J. Walsh, Principal Administrative 
Officer-Division of Methods and Procedures, f o r  his many con- 
tributione regarding postal service practices and his otherwise 
helpful assistance; by Mr. .Alfred H. Black, Superintendent of the 
Division of Cost Ascertainment for valuable cost data and by 
Mrs. Ruth L. Naecker for faithful secretarial aervice. 

CHARLES Al HEMS, 
Littte Brook Farm, 

MAY 21,1946. Pottersville, N. J .  r 180 1 
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i Appendix “A” 

I’UDLICATIONS ENIEItED AS SECOND CLASS GROUPED 
IIY GENEIIAL TYPE (3 Pages) 

Thcvc gciicriil types of publication8 are: 
Newspapers-All tyyes and frequencies other than exempt and foreign. 
“Stantlard” Publications-The leading mnguzinebl, including news magazines 

Agricultural. 
Business. 
Scientific and Profeaeional. 
lleli ioue, Educational and Welfare. 
Pubkcations devoted to a particular interest, group or subject. 
Publications not otherwise classified-Comics, Humor, Detective, Mystery, 

Crime Light Fiction, etc. 
Publicadone exempt f roni Zone Rates on advertising portions. 
News Agents, and Foreign. . 

and varioue publications of general interest. 

The sheets in thia Appendix present the following data regard- 
ing second-class mailings for the September quarter, 1944. : 

(a Number of publications of each type. 
b{ Number of ounde mailed. 
c)  Yostage p a i l  
d)  Percentage of total Second-class publishere’ pound-rate postage and 

(e) AdvertieinF content of publications subject to zone rates. 
*The weight of ‘free in county” mailing8 and the weieht and postage for 

transient second-claes mail and matter mailed by publiehere e t  “per copy” 
r n k s  are not included. 

Summaty of Gmsral Type8 of Second-Clam Publicationr M d r d  
During the September Quarter, 1044 

weight contributed by each general type. 

Number 
Type of publlsllon of publl- 

CX&llOnJ 1 
IZI,IXM, 161 @ . e  
loa, m7, 443 32. 6 

r,b61,a2 1.4 

7,eae.m 1 . 4  

la, 141, ai 4 . 1  

39,9(0,324 0.4 

6,134.701 1.0 

I1,306,8Ol 3 . 0  

2.0 . a  9,016, 1, eca, 231 741 

-- 
38 I u 

4. 4.0 I 61 ea 
1.0 4a 

35.9 w 

1.1 34 

7.4 ......-..- 
4.3 I 

8,037,SlJ 

N6w8papetr M d e d  During the Ssptsniber Quarter. l f ibb 

Type of publlcrllon 
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Publieution Subject to 50 Per  Cent Discount, Nour Exempt  From Z m  Rater 

PUBLICATION WEIGHING I OUNCE 
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